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One  University — 
Three  Campuses 

serving  the  people  of  Illinois 


■  The  University  of  Illinois  at  Springfield,  is  a  small 
public  liberal  arts  university  with  professional 
programs  and  an  emphasis  on  public  affairs.  UIS  is 
committed  to  excellence  in  teaching  and  preparing 
its  students  to  succeed  in  a  global  society.  Located  in 
the  state  capital,  UIS  has  strong  ties  to  state  govern- 
ment that  give  students  access  to  legislative  and 
public  service  internships,  as  well  as  research 
projects  and  special  courses. 
http://www.uis.edu 


■  The  University  of  Illinois  at  Chicago  is  a  major 
research  university  located  in  the  heart  of  one  of  the 
world's  great  cities.  UIC  is  committed  to  providing  a 
first-rate  education  for  its  students,  to  engaging  with 
its  diverse  community,  and  to  creating  and  dissemi- 
nating new  knowledge  as  a  university  of  growing 
national  and  international  stature. 
http://www.uic.edu 


■  Since  its  founding  in  1867,  the  University  of 
Illinois  at  Urbana-Champaign  has  earned  a 
reputation  of  international  stature.  Its  distinguished 
faculty,  outstanding  resources,  breadth  of  academic 
programs  and  research  disciplines,  and  large, 
diverse  student  body  constitute  an  educational 
community  ideally  suited  for  scholarship  and 
research.  It  is  consistently  ranked  by  scholars  and 
educators  as  one  of  the  world's  great  universities. 
http://www.uiuc.edu 
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Dear  Colleagues  and  Friends  of  the  University, 

I  am  pleased  to  present  the  University  of  Illinois  Financial  Report 
for  fiscal  year  2003  on  behalf  of  the  Board  of  Trustees,  faculty,  students 
and  staff.  Within  this  report  you  will  find  information  about  the 
University's  financial  position  and  performance  for  the  fiscal  year  ended 
June  30, 2003. 

In  the  first  few  pages  you  will  also  see  a  collection  of  good  news 
items  from  our  three  campuses  that  occurred  during  the  2002-03  school 


As  you  will  see,  the  University  of  Illinois  is  composed  of  outstand- 
ing and  accomplished  faculty  and  students  doing  remarkable  work. 
Exciting  breakthroughs  in  medicine  are  being  made  at  the  University  of 
Illinois  Medical  Center  at  Chicago,  such  as  the  first  small-bowel  trans- 
plant in  a  child.  Several  of  the  academic  programs  at  the  Urbana- 
Champaign  campus  are  ranked  as  the  best  or  among  the  top  five  in  the 
nation. 

Our  faculty  are  among  the  best  in  the  world.  Nick  Holonyak,  one 
of  our  most  respected  —  and  beloved  —  professors  of  electrical  and 
computer  engineering  and  physics  at  the  Urbana-Champaign  campus, 
created  the  technology  that  is  used  in  the  creation  of  every  DVD  in  the 
world  today. 

And  the  work  of  one  of  Chicago's  outstanding  scientists,  Krishna 
Shenai,  resulted  in  Procter  &  Gamble  giving  the  UIC  campus  a  treasure 
trove  of  patents  and  technological  research  data  that  may  double  or  triple 
the  battery  life  in  cell  phones,  cameras  and  other  portable  electronic 
devices.  UIC  stands  to  gain  millions  of  dollars  from  the  gift  after  the 
technology  is  developed  and  introduced  to  the  marketplace. 

The  Springfield  campus  received  a  $500,000  grant  from  the  Alfred  P. 
Sloan  Foundation  to  expand  its  popular  online  degree  program.    UIS 
already  offers  three  online  degree  programs  and  more  than  100  online 
courses.  The  grant  will  be  used  to  develop  six  new  online  degree  pro- 
grams. 

These  few  items  are  a  sampling  of  the  hundreds  of  talented  people 
who  make  the  University  one  of  the  premier  research  universities  in  the 
world.  You  will  see  why  the  citizens  of  Illinois  have  a  right  to  feel  proud 
of  the  state's  largest,  deepest  and  best  public  university. 

As  always,  I  welcome  your  comments  at  uipres@uillinos.edu 

Sincerely, 


Qxw    Mj^to^K 


James  J.  Stukel 


■  In  a  rare  living-donor  transplant,  a  4-year-old  boy  from  West  Chicago  received  a  segment  of  his 
mother's  small  intestine  during  life-saving  surgery  in  October  at  the  University  of  Illinois  Medical  Center 
at  Chicago.  It  was  the  first  time  the  surgery  had  been  performed  on  a  child  that  young  using  an  intestinal 
segment  long  enough  for  an  adult,  according  to  Dr.  Enrico  Benedetti,  associate  professor  of  surgery  at  UIC 
and  division  chief  of  transplantation  surgery. 

■  For  the  past  three  years,  Urbana-Champaign  journalism  Professor  Bill  Gaines  and  his  investigative 
reporting  classes  have  worked  to  solve  the  mystery:  Who  was  "Deep  Throat"?,  the  anonymous  source 
who  helped  expose  the  Watergate  scandal.  Dateline  NBC  came  to  campus  in  the  spring  and  interviewed 
Gaines  and  his  students  about  their  experiences.  The  episode  aired  in  June,  the  weekend  before  the  30^ 
anniversary  of  the  Watergate  break-in.  A  detailed  report  that  tracks  their  ongoing  research  and  reveals 
their  findings  is  available  online  at  http://unow.comm.uiuc.edu/spike/deepthroat/ 

■  President  George  W.  Bush  appointed  Dr.  Anil  Godbole,  professor  of  psychiatry  in  the  College  of 
Medicine  at  UIC,  to  the  New  Freedom  Commission  on  Mental  Health.  Godbole  is  one  of  10  people 
appointed  to  the  Commission,  which  is  to  develop  recommendations  for  the  nation's  mental  health 
service  delivery  system. 

■  Inigo  Manglano-Ovalle,  associate  professor  in  the  College  of  Architecture  and  the  Arts  at  UIC, 
received  a  $500,000  MacArthur  Foundation  Fellowship,  commonly  called  a  "genius  grant."  He  is 
the  second  UIC  faculty  member  to  receive  the  award:  Kerry  James  Marshall  was  the  first,  in  1997. 

■  Lennard  Davis,  UIC  professor  of  English  and  disability  studies,  won  a  Guggenheim 
Fellowship,  which  he  will  use  to  work  on  a  forthcoming  book,  "A  History  of  Obsession." 

■  Phillip  Shaw  Paludan,  the  Naomi  B.  Lynn  Distinguished  Chair  in  Lincoln  Studies  at  UIS, 
was  awarded  the  Lincoln  Diploma  of  Honor  by  Lincoln  Memorial  University  in  Harrogate, 
Term.  The  Diploma  of  Honor  has  the  status  of  an  honorary  degree  and  recognizes  distin- 
guished service  in  interpreting  the  life  and  deeds  of  Abraham  Lincoln.  Previous  winners 

include  Carl  Sandburg,  Bruce  Catton,  Richard  Current  and  James  McPherson. 

■  Tlte  College  of  Engineering  at  Urbana-Champaign  is  ranked  third  in  the  nation 
for  its  undergraduate  programs,  according  to  the  U.S.  Neios  &  World  Report 
"2003  Best  Colleges"  issue  in  September  2002.  Its  graduate  programs  were  ranked 
fourth  overall  in  the  "Best  Graduate  Schools"  issue,  March  2002.  Engineering 
Dean  David  Daniel  said  only  four  schools  have  eight  or  more  programs  ranked 
in  the  top  five  of  the  200  U.S.  engineering  schools.  They  are  MIT,  Berkeley, 
Stanford  and  the  University  of  Illinois  at  Urbana-Champaign. 

■  UIC  student  Rena  Patel  won  the  coveted  Truman  Scholarship,  which 
provides  $30,000  toward  the  completion  of  her  undergraduate  and  graduate 
studies.  Patel  also  was  named  one  of  Glamour  magazine's  Top  10  College 
Women  of  2002.  She  was  featured  in  the  magazine's  October  issue 
and  received  a  $1,000  scholarship.  Patel,  who  is  a  senior  in  the 
Honors  College,  plans  to  pursue  both  a  master's  in  public 
health  and  a  medical  degree. 


■  It's  not  often  that  engineers  win  an  Emmy,  but  in  early  October  three  University  of  Illinois 
electrical  engineering  alumni  received  the  prestigious  award  from  the  National  Academy  of 
Television  Arts  and  Sciences.  Electrical  and  Computer  Engineering  alumni  Donald  L.  Bitzer(left), 
Robert  H.  Willson,  and  the  late  H.  Gene  Slottow  shared  a  2002  Scientific  and  Technological 
Emmy  with  Fujitsu  General  America,  Inc.,  for  a  monitor  they  developed  that  was  used  in  an 
early  campus  computer  network.  Their  small  plasma  panel  was  the  forerunner  of  the  large, 
crystal-clear  flat  panel  that  today  represents  the  ultimate  in  high-quality  TVs. 

i  Charles  F.  Grammie,  a  professor  of  physics  and  astronomy  at  Urbana-Champaign,  received  a 
Presidential  Early  Career  Award  for  Scientists  and  Engineers  at  the  White  House  in  July.  The  award 
is  the  highest  honor  the  U.S.  government  gives  to  scientists  and  engineers  beginning  their  careers. 
Fewer  than  25  researchers  funded  by  the  National  Science  Foundation  are  selected  for  the  award 
each  year.  In  1999,  Janean  Holden,  a  professor  in  the  UIC  College  of  Nursing,  won  the  award. 

■  Every  DVD  in  the  world  is  made  from  technology  created  by  engineering  Professor  Nick  Holonyak 
at  Urbana-Champaign. 

■  Steve  Sullivan,  an  alumnus  of  the  Urbana-Champaign  campus,  won  an  Academy  Award  at 
last  spring's  Oscars.  But  it  wasn't  for  acting  or  best  musical  score.  Sullivan,  who  earned  a  Ph.D.  in 
electrical  and  computer  engineering  in  1996,  received  an  Academy  Award  for  technical  achievement 
for  his  computer  vision  team's  ILM  Motion  and  Structure  Recovery  System.  Using  a  computer  vision 
process,  Sullivan  and  his  team  of  five  build  virtual  models  that  are  inserted  into  movie  scenes  for 
special  effects.  Their  process  adds  finer  detail  and  looks  more  realistic.  "Minority  Report,"  starring 
Tom  Cruise,  used  Sullivan's  vision  algorithms  to  generate  the  Hall  of  Containment  prisoners. 

He  worked  on  "Jurassic  Park  III"  and  other  feature  films. 

I  On  the  100th  anniversary  of  the  birth  of  American  political  legend  Richard  J.  Daley,  his  family 
donated  the  late  Chicago  mayor's  papers  to  the  University  of  Illinois  at  Chicago.  Nearly  250  people, 
including  city,  county  and  state  officials,  joined  University  administrators  as  the  Daleys  presented 
the  gift  to  UIC,  whose  creation  the  late  mayor  called  his  "greatest  contribution  to  the  life  of  the 
city."  The  papers  will  be  housed  at  UIC's  Richard  J.  Daley  Library,  the  largest  public  research 
library  in  the  metropolitan  area. 

■  The  Doumstatc  Innocence  Project  in  the  Center  for  Legal  Studies  at  the  Springfield 
campus  was  recognized  as  having  the  only  established  undergraduate  innocence  project  in 
the  country.  The  recognition  was  made  at  the  National  Innocence  Project  conference  in 
San  Diego  in  January  2002.  Students  in  the  U1S  legal  studies  program  who  are  close  to  their 
ergraduate  degrees  can  work  under  the  auspices  of  the  Downstate  Innocence  Project 
investigate  the  crimes  of  individuals  who  may  have  been  wrongly  imprisoned. 

■  Noyes  Laboratory,  the  home  of  chemical  sciences  at  Urbana-Champaign, 
was  dedicated  by  the  American  Chemical  Society  as  a  National  Historic  Chemical 
Landmark  in  September.  The  dedication  culminated  the  Noyes  Laboratory 
Centennial  Celebration,  a  two-day  event  celebrating  the  1001'1  anni\  ersar\ 
of  the  venerable  building. 

Public  radio  station  WUIS-WIPA  c\p,\ndL\\  its  news  coverage  ol 
the  western  part  of  the  state  by  opening  a  news  bureau  in  Pittsfield 
in  October.  "The  rural  area  ol  Illinois  is  rich  with  stories  thai 
need  to  be  told,"  said  Brad  Swanson,  station  general  manager. 
"The  opening  of  the  WUIS-WIPA  Pittsfield  Bureau  is  a 
pari  ol  our  commitment  to  west  central  Illinois  and 
to  bringing  those  stones  forward." 


■  R&D  Magazine,  a  trade  journal  of  research  and  development,  presented  an  award 
often  referred  to  as  the  Oscar  of  invention  and  the  Nobel  Prize  of  applied  research  to 
HDF5,  a  software  package  developed  by  the  National  Center  for  Snpercomputing 
Applications  at  Urbana-Champaign,  in  collaboration  with  the  Lawrence  Livermore, 
Sandia  and  Los  Alamos  national  laboratories. 

HDF5  is  a  data  file  format  that  assists  users  in  storing,  manipulating  and  sharing 
scientific  data.  The  HDF5  project  began  in  1987,  but  in  1997,  NCSA  teamed  with  the 
three  federal  Department  of  Energy  labs  to  completely  rewrite  and  upgrade  the 
program.  The  resulting  product  handles  files  of  unlimited  size  and  takes  advan- 
tage of  parallel  computing  to  speed  up  the  process  of  creating  files  and  working 
with  scientific  data. 

■  In  October,  UIC  Nurse  Midwives  received  two  prestigious  awards  from  the 
American  College  of  Nurse-Mid  wives.  The  medical  center's  Nurse-Midwifery 
Practice,  the  largest  comprehensive  practice  in  the  Chicago  area,  was  honored 
for  providing  innovative  and  compassionate  clinical  services  to  women.  The 
College  of  Nursing's  Nurse-Midwifery  Program,  the  first  and  only  program 
in  Illinois  offering  a  master's  level  program,  was  honored  for  providing 
outstanding  education  to  nurse-midwives. 

■  John  C.  Hoabolt,  former  chief  aeronautical  scientist  at  NASA,  has 

donated  his  papers  to  the  University  of  Illinois  Archives.  A  1940  and 

1942  graduate  of  Urbana-Champaign,  Houbolt  was  a  pioneer  in  the 

development  of  America's  space  program.  He  is  perhaps  best  known 

for  developing  and  promoting  the  lunar-orbit  rendezvous  concept 

that  resulted  in  the  success  of  Apollo  11,  the  country's  first  lunar 

landing  mission. 

■  The  UIC  Health  Research  and  Policy  Centers  received  a  five- 
year,  $2.9-million  grant  from  the  National  Institutes  of  Health  to 
study  the  effectiveness  of  adult  literacy  programs.  The  study 
will  compare  two  approaches  to  adult  health  literacy:  the  tradi- 
tional program,  which  focuses  strictly  on  adult  learners,  and 
an  integrated  family  approach,  which  involves  parents  and 
children.  Research  will  include  more  than  4,000  participants 
from  53  sites  in  Illinois. 


I  President  Vicente  Fox  of  Mexico  presented  Susan  C. 
Scrimshaw,  dean  of  the  UIC  School  of  Public  Health, 
the  Award  of  Merit  in  Public  Health  for  her  work 
focusing  on  the  health  of  women.  Scrimshaw, 
honored  with  other  international  public  health 
leaders,  received  a  gold  medal  and  a  certificate 
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■  One  of  the  fastest  growing  Arabic  language  programs  in  the  U.S.  is  in  the  rural  Midwest  at  the 
Urbana-Champaign  campus.  The  College  of  Liberal  Arts  and  Sciences  offers  10  sections  of  Arabic  each 
year,  enrolling  about  100  students  or  more  each  semester.  It  is  one  of  the  biggest  programs  in  the  country, 

according  to  Elabbas  Benmamoun,  a  professor  of  linguistics.  And  it  is  one  of  the  few  programs  that 

offers  both  standard  and  colloquial  Arabic. 

■  The  undergraduate  accounting  program  at  Urbana-Champaign  was  rated  first  in  the  nation  by  U.S. 
Nezvs  &  World  Report  in  its  2003  "America's  Best  Colleges"  report.  The  graduate  accounting  program 
was  ranked  second  best  in  the  nation. 

■  Five  industrial  design  students  from  Urbana-Champaign  won  a  first-place  award  competition 
co-sponsored  by  the  Industrial  Designers  Society  of  America  and  BusinessWeek  magazine  for  their 
redesign  of  the  thumbtack.  The  students'  design  was  one  of  only  three  to  receive  gold  recognition 
this  year  in  the  international  competition. 

■  The  UIC  College  of  Medicine's  online  core  curriculum  for  graduate  medical  education  received 
top  national  honors  from  the  Sloan  Consortium,  an  important  association  of  more  than  200 
institutions  of  higher  education  that  promotes  high  quality  in  online  learning. 

The  consortium  named  the  UIC  College  of  Medicine's  online  curriculum  the  most  outstanding 
asynchronous  learning  network. 

■  Five  students  from  the  Urbana-Champaign  campus  won  Fulbright  Fellowships  for  study 
abroad.  The  students  and  the  countries  they  will  visit  are:  Jimmy  Antia,  Costa  Rica;  Mark 
Hoemenn,  Germany;  Casey  McCall,  France:  Frederick  Swartzbaugh,  Germany;  and 
Jessica  Ziegelbauer,  Germany. 

■  Lynn  Fisher,  UIS  assistant  professor  of  anthropology,  received  a  Fulbright  Senior 
Research  and  Teaching  Award  to  conduct  four  months  of  research  in  Germany. 

■  Last  fall,  the  College  of  Engineering  at  UIC  was  among  six  winners  of  the  2001 
Collegiate  Inventors  Competition,  sponsored  by  the  National  Inventors  Hall 
of  Fame  in  Ohio.  The  win  was  the  first  for  UIC  in  the  11-year  history  of  the 
competition,  which  drew  a  record  184  entries. 

A  UIC  group  won  for  developing  a  way  to  convert  silicon  carbide  to 
a  diamond  powder  that  produces  a  hard  yet  lubricant-slick  coating  for 
dynamic  pump  seals  in  automotive  engines. 

Steve  Jones,  professor  and  chair  of  the  Department  of 
Communication  in  the  College  of  Liberal  Arts  and  Sciences  at 
UIC,  was  elected  to  a  second  term  as  president  of  the 

Association  of  Internet  Researchers.  Jones  is  recognized  as 
one  of  the  world's  foremost  authorities  on  the  Internet 
and  its  impact  on  society. 


/ 
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il  Three  teams  from  the  College  of  Commerce  and  Business  Administration  at 
Urbana-Champaign  made  the  finalist  pool  for  the  first  Carrot  Capital  Business 
Plan  Challenge  in  the  spring.  Each  team  consisted  of  a  business  owner  or  entre- 
preneur and  several  students  who  collaborated  to  develop  a  business  plan  for  a 
university-developed  technology  in  competition  for  venture  capital  funding. 

■  New  York  Times  reporter  Barry  Bearak  won  the  2002  Pulitzer  Prize  for  inter- 
national reporting  for  his  coverage  of  daily  life  in  war-torn  Afghanistan. 
Bearak,  who  received  a  master's  in  journalism  from  Urbana-Champaign  in 
1975,  said  he  came  to  love  Afghanistan,  both  the  scenery  and  the  people,  and 
he  mourns  the  nation's  troubles.  Bearak  said  he  learned  the  basics  of  news 
writing  in  Gregory  Hall.  "It  put  me  on  firm  journalistic  ground.  I'm  deeply 
grateful,"  he  said. 

■  The  University  of  Illinois  Alumni  Association  presented  its  first  Alumni 
Humanitarian  Award  to  Vickii  Coffey,  a  nationally  recognized  advocate 
for  victims  of  domestic  violence,  during  the  May  2002  commencement 
ceremony  The  humanitarian  award  was  established  last  year  to  honor 
alumni  who  have  made  significant  contributions  of  volunteer  leader- 
ship or  service  to  improve  the  lives  of  others,  and  brings  honor  to 
the  University. 

Coffey  completed  a  degree  in  criminal  justice  at  UIC  after  walking 
out  of  an  abusive  marriage  that  had  produced  two  sons.  She  became 
executive  director  of  the  Chicago  Abused  Women  Coalition,  and 
now  has  a  private  consulting  firm  in  Olympia  Fields,  where  she 
continues  to  work  on  behalf  of  domestic  violence  victims. 

■  Procter  &  Gamble  formally  donated  a  trove  of  patents  and  tech- 
nological research  data  to  UIC  that  may  efficiently  double  or 
triple  the  battery  life  in  cell  phones,  cameras  and  other  portable 
electronic  devices.  As  sole  owner  of  what  P&G  calls  Smart  Power 

Management,  UIC  will  benefit  from  all  future  revenues —  

potentially  millions  of  dollars — after  the  technology  is  devel- 
oped, tested  and  commercialized. 

1  The  2001  graduating  class  of  University  Laboratory  High 
School  at  Urbana-Champaign  achieved  the  highest  average 
composite  score  in  the  nation  on  the  ACT  exam  among 
U.S.  high  schools  with  30  or  more  students  from  that 
class  taking  the  exam. 

More  than  45  students  took  the  ACT  exam,  earning 
an  average  composite  score  of  31.6.  Uni  High  also 
recorded  the  highest  average  composite  score  in  the 
nation  in  1997. 
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Nick  Adams  and  former  NBA  player  Kevin 

Gamble  were  introduced  as  UIS's  new  athletic    

director  and  men's  basketball  coach,  respec- 
tively, in  March.  This  is  the  first  year  that 
UIS  has  fielded  a  men's  basketball  team. 
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I  A  U1S  sociology  professor  received  a  Fulbright  Foreign 
Scholarship  Award  that  sent  him  to  Russia  for  a  semester. 
Proshanta  Nandi  taught  social  psychology  and  led  seminars  on 
conflict  resolution  at  Moscow  International  University  in  2001. 

■  The  2002  entering  class  of  engineering  students  at  the 
Urbana-Champaign  campus  had  the  highest  average  ACT 
composite  score  —  30.4  —  of  any  class  in  history. 


■  UIC  is  one  of  six  educational  institutions  selected  to  develop 
and  build  a  high-speed  "virtual"  computer  with  the  power  to 
help  researchers  understand  complex  science  as  never  before. 
The  $13.5  million,  five-year  project  was  announced  in  September 
by  the  National  Science  Foundation.  UIC's  share  will  be  28  percent 
of  the  overall  project  budget.  Thomas  DeFanti,  distinguished 
professor  of  computer  science  and  co-director  of  UIC's  Electronic 
Visualization  Laboratory,  along  with  Jason  Leigh,  EVL  senior  research 
scientist,  are  co-principal  investigators.  UIC  will  manage  the  virtual 
computer  project  called  'OptlPuter.' 


■  For  the  second  year,  the  teacher  education  program  at  UIS  has 
reported  a  100  percent  pass  rate  for  candidates  completing  program 
requirements  for  Illinois  initial  teacher  certification.  With  more  than  400 
students  enrolled,  the  teacher  education  program  is  one  of  the  largest 
undergraduate  programs  on  the  UIS  campus. 

■  WILL-TV  and  AM  at  the  Urbana-Champaign  campus  worked  in 
cooperation  with  The  Decatur  Herald  &  Review  to  seek  solutions  to  Decatur's 
troubling  high-school  dropout  rate — one  of  the  worst  rates  in  Illinois,  with 
40  percent  of  its  freshmen  failing  to  graduate.  They  produced  the  hour-long 
"Decatur  Dropouts,"  a  live,  in-studio  phone-in  program  hosted  by  WILL-TV 
with  school  leaders,  counselors,  dropouts,  community  leaders,  teachers  and 
parents.  U  of  I  education  experts  also  joined  the  panel.  The  Pew  Center  for  Civic 
Journalism  funded  the  print-broadcast  project. 

■  Gifts  to  the  University  and  the  University  of  Illinois  Foundation  totaled  an 
institution  record  $219.6  million  for  the  fiscal  year  that  ended  on  June  30,  2002.  The 
University's  total  endowment  stood  at  $1,377  billion,  more  than  triple  what  it  was  10 
years  ago.  And  in  spite  of  recent  stock  market  setbacks,  the  active  endowment,  which 
represents  64  percent  of  the  University's  endowment,  had  climbed  from  $633.8  million  at 
FY98  to  $885.6  million  at  the  end  ol  June. 

■  Anthropology  students  from  Urbana-Champaign  who  attended  a  field  camp  at  the 
ancient  mound  settlement  of  Cahokia  hit  a  mother  lode  that  may  revolutionize  archaeologists' 
theories  about  eaiiv  Indian  settlements.  Students  unearthed  some  70  axe  heads,  called  celts, 
ranging  in  size  from  smaller  than  a  cell  phone  to  the  length  of  riding  boots.  The  cache  may  be 
the  largest  collection  of  celts  found  ai  Cahokia  and  is  the  most  complete  collection  in  existence. 
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B  Illinois  was  the  hardest-hit  state  in 
the  West  Nile  Virus  outbreak  of  2002,  with 
nearly  50  human  deaths  and  devastating 
consequences  in  bird  and  horse  populations. 
The  College  of  Veterinary  Medicine  at  Urbana- 
Champaign  played  an  important  role  in  aiding 
state  agencies  with  disease  surveillance  and 
diagnosis  by  educating  the  public  through 
a  forum,  media  stories  and  an  Internet  site. 


■  Zane  Karpova,  a  UIC  spring  graduate  of  the  College 
of  Architecture  and  the  Arts,  received  the  2002  Master 
of  Architecture  Second  Professional  Degree  Traveling 
Fellowship.  The  $10,000  fellowship  from  the  Skidmore, 
Owings  &  Merrill  Foundation,  allows  students  to  plan 
their  own  travels  based  on  their  studies  and  interests. 


■  UIS  received  a  $500,000  grant  from  the  Alfred  P.  Sloan 
Foundation  to  expand  its  popular  online  degree  programs. 
UIS  already  offers  three  complete  degrees  online  and  more  than 
100  online  courses.  The  grant  money  will  be  used  to  develop  six 
new  online  degree  programs,  primarily  in  disciplines  in  the  arts 
and  sciences,  over  the  next  three  years. 


■  Stephen  A.  Boppart,  assistant  professor  of  electrical  and  computer 
engineering  and  of  bioengineering  at  Urbana-Champaign,  has  been 
chosen  as  one  of  the  world's  100  Top  Young  Innovators  by  Technology 
Review,  the  world's  oldest  technology  magazine,  which  is  published 
by  MIT.  The  TR100,  as  it  is  called,  consists  of  people  under  age  35 
whose  innovative  work  in  technology  and  business  has  a  profound 
impact  on  today's  world. 

Boppart  has  helped  to  dramatically  improve  the  resolution  of  optical 
coherence  tomography  (OCT),  an  imaging  technique  useful  for  medical 
diagnostics — such  as  the  detection  and  removal  of  tumors  at  the  cellular  level. 

Three  faculty  members  at  Urbana-Champaign  received  2001-02 
Fulbright  Scholar  grants. 

•  Robert  Jimenez,  professor  of  curriculum  and  instruction  at  Urbana-Champaign, 
spent  the  spring  semester  at  the  University  of  the  Americas  in  Mexico,  studying  how 
children  learn  Spanish  in  a  country  that  fully  supports  Spanish  literacy.  He  hopes  his 
research  can  lead  to  better  methods  for  bilingual  instruction  in  the  U.S. 

Peter  Maggs,  professor  of  law,  spent  five  months  at  the  University  of  Trento  in  Italy. 
He  conducted  research  and  gave  lectures  on  Russian  and  East  European  law. 
James  Pfander,  professor  of  law,  went  to  the  University  of  Bucharest,  Romania,  to  research 
the  implications  of  Romania  joining  the  European  Union.  He  also  lectured  on  issues  of  constitu- 
tional federalism  and  related  matters. 
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A  State  University 
With  A  Global  Reach 

Total  University  enrollment  for  the  fall 
semester  2002  was  approximately 
67,900.  Illinois  residents  account  for 
81%  of  the  total  enrollment.  The 
remaining  19%  of  the  University's 
enrollment  is  divided  between 
students  from  other  states  and  U.S. 
territories,  9%,  and  international 
students,  10%. 

The  primary  focus  of  the  University's 
educational  program  is  to  provide  the 
highest  quality  educational  experience 
to  Illinois  residents.  Illinois  taxpayers 
provide  a  direct  subsidy  to  the 
University  that  represents  about  one- 
third  of  the  University's  operating 
budget.  The  enrollment  of  students 
from  other  states,  U.S.  territories  and 
foreign  countries  help  broaden  the 
educational  and  life  experience  of  all 
our  students. 


Illinois  Students 

■   2,000  to  27,000 
500  to  2,000 
200  to  500 
100  to  200 
0  to  1 00 


On-Campus  Headcount 

Enrollment  by  State  &  Continent,  Fall  2002 
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United  States 

(AK  &  HI  inset) 

■  400  to  54,000 
300  to  400 
200  to  300 
100  to  200 
0  to  1 00 


Staffand 

Student  Data 

as  of October  2002 


Staff  Full-Time  Equivalent 


Chicago       Springfield       Champaign 


Other 
University-wide      University  Total 

Programs       Administration     University 


Faculty 

2,380 

190 

2,827 

8 

] 

5,406 

Academic  Professicin.il 

2,969 

161 

3,053 

82 

795 

7,060 

Support  Staff 

5,364 

275 

4,793 

37 

637 

11,106 

Graduate  Assistant 

2,129 

127 

2,593 

7 

7 

4,863 

TOTAL 


12,842 


753 


13,266 


134 


1,440 


28,435 


Note:  C  hicaeo  campus  includes  University  of  Illinois  Hospital;  Urbana-Champaign  campus  includes  Cooperative  Extension  Service. 
I  m\  ersit)  -wide  programs  include  Institute  of  Government  and  Public  Affairs,  President's  Leadership  Program,  University  Outreach 
and  Public  Service,  and  University  Press. 
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Degrees  Conferred  FY  2002 


Chicago  Springfield  Urbana-Champaign  Total  University 


Bachelor 

3,182 

613 

6,720 

10,515 

Master* 

1,688 

359 

2,452 

4,499 

Doctorate 

177 

0 

602 

779 

Professional 

521 

0 

317 

838 

Aviation  Certificates 

0 

0 

12 

12 

TOTAL  5,568 

•  lm  ludes(  ertiAcates  ol  Adi  meed  Study. 


972 


10,103 


16,643 


Student  Full-Time  Equivalent  Enrollment 

Fall  2002  On-Campus  Enrollment 


I  ndergraduati 

<  iraduate  and  Professional 


Chicago 


Springfield  Urbana-Champaign         Total  University 


1,416 
K3(i 


28,343 
11,755 


ll  '49 
23,124 


l()l  \l 


25,523 


2,252 


10,098 


67,873 


u    i  >. hi i-.t i \  and  Hi. mil. i.  \ 


Financial  Information 


75 


Annual 
Report 
2003 


Independent  Auditor's  Report 
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Clifton 

Gunderson  llp 

Certified  Public  Accountants  &  Consultants 


The  Honorable  William  G.  Holland 

Auditor  General 

State  o\  Illinois 

and 

The  Board  of  Trustees 

University  of  Illinois 
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\>  special  Assistant  Auditors  for  the  Auditor  General,  we  have  audited  the  accompanying  basic  financial  statements  of  the  Univer- 
sity of  Illinois  (University)  and  its  aggregate  discretely  presented  component  units,  collectively  a  component  unit  of  the  State  of 
Illinois,  as  of  and  for  the  year  ended  June  30,  2003,  as  listed  in  the  table  of  contents.  These  financial  statements  are  the  responsibility 
of  the  University's  management.  Our  responsibility  is  to  express  opinions  on  these  financial  statements  based  on  our  audit.  The 
prior  year  partial  comparative  information  has  been  derived  from  the  University's  2002  financial  statements,  which  were  audited  by 
other  auditors,  whose  report  dated  September  23,  2002  expressed  an  unqualified  opinion  on  those  financial  statements. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of  America  and  the  standards 
for  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements  are  free 
of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  manage- 
ment, as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  our  audit  provides  a  reasonable  basis  for  our 
opinions. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  respective  financial  position  of  the 
University  and  of  its  aggregate  discretely  presented  component  units  as  of  June  30,  2003,  and  the  respective  changes  in  financial 
position  and  cash  flows  thereof  for  the  year  then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the  United 
Sttites  of  America. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  our  report  dated  September  16, 2003,  on  our  consideration  of 
the  l  m  vrrsitv's  internal  control  over  financial  reporting  and  our  tests  of  its  compliance  with  certain  provisions  of  laws,  regulations, 
contrat  rs,  and  grants.  That  report  is  an  integral  part  of  an  audit  performed  in  accordance  with  Government  Auditing  Standards  and 
should  be  read  in  conjunction  with  this  report  in  considering  the  results  of  our  audit. 

I  he  accompanying  management's  dis<  ussion  and  analysis,  .is  listed  in  the  table  of  contents,  is  not  a  required  part  of  the  basic  Bnan- 
n.il  statements  bul  is  supplementary  information  required  by  the  Governmental  Accounting  Standards  Board.  We  have  applied 
certain  limited  procedures/  which  consisted  principally  o\  inquiries  of  management  regarding  the  methods  of  measurement  and 
presentation  oi  tin-  required  supplemental")  information,  I  fowever,  we  did  not  audit  the  information  ,\nd  express  no  opinion  on  it. 
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Peoria,  nil 
Septembei  16 
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Stephen  K.  Rugg 

The  following  Management's 
Discussion  and  Analysis,  or 
MD&A,  provides  an 
overview  of  the  financial 
position  and  activities  of  The 
University  of  Illinois  for  the 
year  ended  June  30,  2003. 
We  encourage  you  to  read 
this  MD&A  section  in 
conjunction  with  the  audited 
financial  statements  and 
footnotes  appearing  in  this 
report. 


Management's  Discussion 
and  Analysis 

from  the  Vice  President  for  Administration, 
Comptroller 

INTRODUCTION  AND  BACKGROUND 

The  University  of  Illinois  was  founded  in  1867  in  response  to  the  federal  Land  Grant  Act  of 
1862.  Ever  since  the  first  student  walked  through  its  doors,  over  135  years  ago,  the  University 
has  provided  higher  education  opportunities  to  people  from  all  walks  of  life.  The  University  is 
a  tremendous  resource  for  the  State  of  Illinois  and  continually  seeks  ways  to  expand  its  critical 
role  in  the  economic,  educational  and  technological  health  of  the  state.  University  operations 
have  a  direct  yearly  impact  of  $4.6  billion  on  the  state's  economy.  More  than  68,000  jobs  are 
directly  tied  to  the  University  including  nearly  9,000  manufacturing  and  construction  jobs  and 
nearly  20,000  jobs  tied  to  spending  by  staff,  students  and  visitors. 

The  University  is  a  comprehensive  public  institution  of  higher  learning  with  a  four  component 
mission  of  instruction,  research,  public  service  and  economic  development.  The  University 
enrolls  approximately  67,900  on-campus  students  and  employs  5,400  faculty  members  on  three 
campuses  located  in  Chicago,  Springfield  and  Urbana-Champaign,  with  branches  of  the  Chi- 
cago-based College  of  Medicine  at  Peoria,  Rockford  and  Urbana.  The  University  offers  a  di- 
verse range  of  degree  programs  from  baccalaureate  to  post-doctoral  levels.  Approximately 
17,000  degrees  are  awarded  annually.  The  operating  budget  for  fiscal  year  2003,  from  all  fund 
sources,  was  approximately  $3  billion. 

The  University  of  Illinois  is  among  the  preeminent  public  universities  of  the  nation  and  strives 
constantly  to  sustain  and  enhance  its  quality  in  instruction,  research,  public  service  and  eco- 
nomic development.  The  University's  vision  includes  providing  an  affordable  and  outstand- 
ing education,  continuous  improvement  of  academic  research  and  support  programs,  and  uti- 
lization of  best  business  practices.  The  University  will  lead  nationally  in  creating,  assessing, 
transferring  and  integrating  advanced  technologies  in  our  teaching,  research,  outreach  and 
operations. 

University  of  Illinois  at  Chicago 

The  Chicago  campus,  UIC,  is  located  within  walking  distance  of  the  Loop  in  the  heart  of  the 
city  and  is  a  dynamic  part  of  the  cultural  fabric  of  the  city.  UIC  takes  special  account  and 
advantage  of  the  ethnic  and  cultural  diversity  of  the  Chicago  metropolitan  area,  which  encom- 
passes two-thirds  of  the  population  of  Illinois  and  from  which  it  draws  a  majority  of  its  under- 
graduate students.  UIC's  Great  Cities  Initiative  implements  hundreds  of  teaching,  research 
and  service  programs  designated  to  improve  the  quality  of  life  in  Chicago  and  other  metropoli- 
tan areas.  UIC  is  currently  ranked  in  the  top  fifty  research  institutions  nationally.  The  UIC 
Medical  Center  plays  an  essential  role  in  contributing  to  the  health  and  well-being  of  the  citi- 
zens of  Chicago.  The  Medical  Center  provides  quality  health  care  to  480,000  patients  a  year. 
UIC  is  one  of  only  six  sites  designated  by  the  U.  S.  Department  of  Health  and  Human  Services 
as  a  National  Center  of  Excellence  in  Women's  Health.  UIC  is  a  powerful  economic  develop- 
ment engine  for  the  city  of  Chicago.  The  South  Campus  project  will  bring  a  mix  of  academic 
buildings,  student  and  private  residences  and  retail  shops  to  an  area  identified  by  the  City  of 
Chicago  as  needing  revitalization. 

University  of  Illinois  at  Springfield 

The  Springfield  campus,  UIS,  is  located  on  the  southeast  side  of  the  State  capital.  UIS  empha- 
sizes civic  education  and  public  affairs.  Its'  location  offers  many  opportunities  for  internships 
and  real  world  experience  and  for  public  and  private  sector  partnerships.  UIS  is  home  to  the 
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Abraham  Lincoln  Presidential  Center  for  Governmental  Studies,  a  comprehensive  academic  research  and  leadership 
institute  affiliated  with  the  new  Abraham  Lincoln  Presidential  Library  and  Museum.  UIS  is  committed  to  celebrating 
technological  advances  and  has  become  one  of  Illinois'  largest  providers  of  online  education.  Online  learners  are  one  of 
the  fastest  grow  ing  segments  of  their  enrollment.  UIS  is  proud  to  create  future  leaders  who  have  been  challenged  to  think 
analytically;  celebrate  diverse  points  oi  view  and  excel  academically 

University  of  Illinois  at  Urbana-Champaign 

Since  its  founding  in  1867,  the  Urbana-Champaign  campus,  UIUC,  has  earned  a  reputation  as  a  world-class  leader  in 
research,  teaching,  and  public  engagement,  distinguished  by  the  breadth  of  its  programs,  broad  academic  excellence,  and 
internationally  renowned  faculty  An  emphasis  on  campuswide  academic  excellence  has  built  Illinois'  reputation  as  one 
of  the  nation's  premier  public  universities  offering  more  than  150  undergraduate  and  100  graduate  and  professional 
programs.  The  Post  Genomic  Institute,  Beckman  Institute  for  Advanced  Science  and  Technology,  and  National  Center  for 
Supercomputing  Applications  (NCSA)  offer  students  the  opportunity  to  learn  by  working  with  faculty  who,  inspired  by 
living  systems,  develop  cutting-edge  technologies.  The  Research  Park  at  UIUC  provides  an  environment  where  research- 
based  businesses  can  work  with  students  and  graduates  of  this  premier  research  institution.  It  also  affords  multiple 
opportunities  for  collaborative  research  with  a  world-class  research  faculty  The  Research  Park  and  technology  incubator 
programs  are  designed  to  provide  new  synergy  for  technology-based  economic  development  in  Illinois. 

USING  THE  FINANCIAL  STATEMENTS 

The  University's  financial  report  includes  three  financial  statements:  the  Statement  of  Net  Assets;  the  Statement  of  Rev- 
enues, Expenses  and  Changes  in  Net  Assets;  and  the  Statement  of  Cash  Flows.  The  financial  statements  are  prepared  in 
accordance  with  Governmental  Accounting  Standards  Board  (GASB)  principles,  which  establish  standards  for  external 
financial  reporting  for  public  colleges  and  universities  and  require  that  financial  statements  be  presented  on  a  consoli- 
dated basis  to  focus  on  the  University  as  a  whole.  The  financial  statements  encompass  the  University  and  its  discretely 
presented  component  units.  Information  regarding  these  component  units  is  summarized  in  Note  1  to  the  financial 
statements.  This  MD&A  focuses  on  the  University  excluding  the  discretely  presented  component  units.  MD&A  for  these 
component  units  is  included  in  their  separately  issued  financial  statements. 

FINANCIAL  HIGHLIGHTS  AND  KEY  TRENDS 

The  fiscal  year  2003  budget  for  direct  state  appropriations,  as  approved  by  the  Governor,  was  approximately  5.7%  less 
than  the  2002  approved  budget.  Mid  year  rescissions  in  both  years  resulted  in  an  overall  budget  reduction  in  fiscal  year 
2003  o\  about  8.3%  or  $66  million.  During  the  same  period  payments  made  on  behalf  of  the  University  by  the  State 
Universities  Retirement  System  (SURS)  and  Central  Management  Services  (CMS)  for  retirement  and  health  insurance 
costs  increased  by  approximately  8.5%.  Total  support  from  the  State  including  direct  state  appropriations  and  payments 
on  behalf  of  the  University  decreased  by  approximately  4%.  Net  assets,  which  represent  the  residual  interest  in  the 
University's  assets  after  liabilities,  increased  during  the  current  year  bv  $154  million  despite  this  reduction.  The  increase 
on  net  assets  tor  the  current  year  supports  the  strong  financial  position  of  the  University  and  the  continued  growth  of 
fund  sources  other  than  state  appropriated  funds.  As  of  June  30,  2003,  the  University's  total  assets  were  $3.c)  billion 
compared  to  total  assets  ot  $3.6  billion  as  of  June  30,  2002.  This  increase  is  largely  due  to  an  increase  in  capital  assets 
during  the  fiscal  year. 

I  he  University  issued  .Auxiliary  Facilities  System  Revenue  Bonds  Series  2003A  in  the  amount  o(  $65.9  million  to  fund 
various  additu  ins  and  improvements  to  the  System,  to  pay  debt  service  during  construction  and  to  pay  all  costs  incidental 
to  the  issuance  ol  the  bonds.  I  hiring  fiscal  year  2003  the  University  also  issued  Certificates  oi  Participation,  South  Farms 
Projet  t  Series  2003  in  the  amount  of  $25.2  million  to  fund  the  first  phase  ol  the  South  Campus  Master  Plan  for  theUniv  ersitj  s 
i  i  km, i  (  hampaign  campus  which  provides  tor  the  relocation  of  the  south  farms  research  area  of  the  College  ol  Agricul- 
tural. (  Onsumer  and  I  m  ironment.il  st  ien<  es 


STATEMENT  OF  NET  ASSETS 

The  Statement  of  Net  Assets  presents  the  financial  position  of  the  University  at  the  end  of  the  fiscal  year  and  includes  all 
assets  and  liabilities  of  the  University  using  the  accrual  basis  of  accounting.  The  difference  between  total  assets  and  total 
liabilities,  net  assets,  is  one  indicator  of  the  current  financial  condition  of  the  University.  The  changes  in  net  assets  that 
occur  over  time  indicate  improvement  or  deterioration  in  the  University's  financial  condition.  Generally,  assets  and 
liabilities  are  reported  at  cost,  which  approximates  fair  value,  with  the  exception  of  investments  which  are  reported  at  fair 
value  and  capital  assets  which  are  stated  at  historical  cost  less  accumulated  depreciation.  A  summarized  comparison  of 
the  University's  assets,  liabilities  and  net  assets  at  June  30,  2003  and  2002  is  as  follows: 


(in  thousands) 

Current  assets: 

Cash  and  investments 

$      407,263 

$     374,592 

Accounts  and  notes  receivable,  net 

282,040 

250,099 

Other  current  assets 

64,134 

83,085 

Noncurrent  assets: 

Investments 

560,633 

535,285 

Notes  receivable,  net 

48,084 

47,823 

Capital  assets,  net  of  accumulated  depreciation 

2,547,063 

2.328,565 

Other  assets 

15,520 

17,703 

Total  assets 

$  3,924,737 

$3,637,152 

Current  liabilities: 

Accounts  payable,  accrued  liabilities  and  deferred  revenue 

$      351,218 

$     304,494 

Bonds  payable,  current  portion 

21,982 

15,214 

Leaseholds  payable  and  other  obligations 

13,153 

8,693 

Accrued  self  insurance 

19,104 

17,750 

Other  current  liabilities 

66,942 

66,971 

Noncurrent  liabilities: 

Bonds  payable,  current  portion 

675,632 

613,123 

Leaseholds  payable  and  other  obligations 

385,024 

375,076 

Accrued  self  insurance 

71,857 

63,552 

Other  noncurrent  liabilities 

175,956 

182,267 

Total  liabilities 

$  1,780,868 

$1,647,140 

Net  assets 

$  2,143.869 

$  1,990,012 
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Total  assets  increased  by  $288  million  to  $3.9  billion  during  fiscal  year  2003.  This  increase  is  due  to  an  increase  in  total 
cash  and  investments  of  $58  million,  an  increase  in  accounts  and  notes  receivable  of  $32  million,  an  increase  in  capital 
assets  of  $218  million,  and  an  overall  decrease  of  $20  million  in  all  other  categories  combined.  The  increase  in  total 
University  cash  and  investments  is  largely  due  to  a  stronger  cash  position  in  the  self  supporting  funds  such  as  auxiliary 
enterprises  and  departmental  activities,  which  are  not  affected  by  the  reduction  in  state  funding,  and  an  increase  in  the 
self  insurance  fund.  In  addition,  cash  and  investments  for  capital  projects  had  a  net  increase  due  to  the  issuance  of  the 
Series  2003A  bonds  offset  by  a  reduction  in  the  cash  and  investment  balances  remaining  from  the  2001  bond  issues. 
Receivables  from  sponsoring  agencies,  the  State  of  Illinois,  and  receivables  due  to  the  hospital  all  increased  which  is 
indicative  of  a  weak  economy. 


Iota]  liabilities  increased  by  approximately  $134  million  to  $1.8  billion  during  fiscal  year  2003.  Bonds  payable  increased 
bj  $69  million  duo  to  the  issuance  of  the  Series  2003A  bonds  and  accretion  on  capital  appreciation  bonds  outstanding. 
Leaseholds  and  other  obligations  payable  increased  by  $14  million  net  resulting  from  the  issuance  of  the  Series  2003 
certificates  offset  by  principal  payments  on  outstanding  issues.  The  residual  increase  is  due  to  an  increase  in  the  self 
insurance  reserve  and  an  increase  in  accounts  payable  for  construction  and  accrued  payroll. 

The  following  graphs  illustrate  the  University's  assets  and  liabilities  with  the  current  and  non  current  categories  com- 
bined: 


Assets 


millions 
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Cash  and  investments 
Accounts  and  notes  receivable 
Capital  assets,  net  of  depreciation 
Other  assets 
TOTAL 


$  967.9 

$  330.1 

S  2,547.1 

$  79.6 

S  3,924.7 


65% 


14% 


20% 


39% 


22% 


Liabilities 


millions 


Bonds  payable  $  697.6 

Payables,  accrued  liabilities,  and  deferred  revenue  S  351.2 

Leaseholds  payable  and  other  obligations  S  398.2 

Accrued  self  insurance  $  91.0 

Other  liabilities  $  242.9 

TOTAL  $  1,780.9 


Capital  Assets  and  Related  Financing  Activities 

Capital  assets,  net,  which  includes  the  University's  land,  buildings,  improvements,  and  equipment  including  capitalized 
software  and  library  books,  increased  by  $218  million  to  approximately  $2.5  billion  at  June  30,  2003.  The  University 
depreciates  its  capital  assets  on  a  straight-line  basis,  using  estimated  useful  lives  ranging  from  three  to  fifty  years.  Facili- 
ties under  construction  include  projects  funded  from  State  capital  appropriations,  private  gifts,  revenue  bonds,  certificates 
of  participation,  and  internal  funds.  State  capital  appropriations  fund  the  construction  of  the  Siebel  Center  for  Computer 
Science  at  the  Urbana-Champaign  campus  and  the  College  of  Medicine  Research  Facility  on  the  Chicago  campus.  Rev- 
enue bonds  are  being  used  to  fund  recreation  facility  upgrades  and  new  construction  at  each  of  the  campuses  as  well  as 
housing  projects  at  the  Springfield  campus  and  a  portion  of  the  South  Campus  Project  at  the  Chicago  campus.  The  follow- 
ing chart  illustrates  the  composition  of  the  University's  capital  assets,  net  of  depreciation,  by  category. 


4% 


9% 


Net  Capital  Assets 


millions 


Buildings 

Improvements 

Construction  in  progress 

Land 

Equipment  and  software 

Collections 

TOTAL 


s 

1,324.1 

s 

414.7 

s 

232.6 

$ 

105.3 

$ 

366.9 

$ 

103.5 

s 

2,547.1 
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The  University  has  historically  utilized  revenue  bonds  to  finance  auxiliary  and  health  service  facility  needs,  and  more 
recently,  the  UIC  South  Campus  Project.  These  activities  generally  have  the  ability  to  generate  resources  from  student 
fees,  users,  and  third  parties  sufficient  to  service  the  debt.  The  following  chart  details  the  various  bonded  debt  outstand- 
ing as  of  June  30,  2003  and  2002: 


BONDS  PAYABLE 

(in 

thousands) 

2003 

2002 

Auxiliary  Facilities  System 

$ 

556,501 

$    485,273 

Health  Services  Facilities  System 

67,337 

68,768 

UIC  South  Campus 

72,389 

72,375 

Other  Issues 

1,387 

1,921 

$ 

697,614 

$    628,337 

The  I  nix  ersitj  has  issued  certificates  of  participation  (COPS)  for  infrastructure  projects  that  have  a  projected  cost  savings 
pa)  back.  The  cost  of  updating  its  physical  plant  and  utility  infrastructure  as  well  as  the  cost  to  replace  existing  mainframe 
Legacj  sj  stems  has  been  funded  bv  the  sale  of  COPS.  During  fiscal  year  2003,  COPS  were  issued  to  fund  the  first  phase  of 
the  relocation  of  the  south  farms  at  the  Urbana-Champaign  campus.  The  COPS  are  reported  as  leaseholds  payable.  The 
follow  ing  chart  details  the  various  outstanding  issues  as  of  June  30,  2003  and  2002: 


CERTIFICATES  OF  PARTICIPATION  OUTSTANDING 

(in  thousands) 

2003                    2002 

Utility  infrastructure  projects 

$ 

234,800 

$    241,985 

Ul  Integrate  project 

107,850 

107,850 

Natural  gas  purchase 

9,480 

12,485 

South  farms  relocation  project 

25,200 

$ 

377,330 

$    362,320 
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The  University's  resources  are  classified  into  net  asset  categories  in  the  Statement  of  Net  Assets.  These  categories  are 
defined  as  (a)  Invested  in  capital  assets,  net  of  related  debt  -  capital  assets  net  of  accumulated  depreciation  and  outstand- 
ing debt  balances,  (b)  Restricted  nonexpendable  -  assets  restricted  by  externally  imposed  stipulations,  (c)  Restricted  ex- 
pendable -  assets  subject  to  externally  imposed  restrictions  that  can  be  fulfilled  by  actions  of  the  University  pursuant  to 
those  stipulations  or  that  expire  by  the  passage  of  time  and  (d)  Unrestricted  -  assets  not  subject  to  externally  imposed 
stipulations  but  may  be  designated  for  specific  purposes  by  action  of  management  or  the  Board  of  Trustees.  The  University's 
net  assets  increased  by  $154  million  during  fiscal  year  2003.  Net  assets  balances  are  detailed  below: 


NET  ASSETS 

(in  thousands) 

2003 

a^m 

Invested  in  capital  assets, 

net  of  related  debt 

$  1,630,184 

$1,503,174 

Restricted: 

Nonexpendable 

27,883 

26,177 

Expendable 

309,645 

293,347 

Unrestricted: 

Designated 

160,493 

149.099 

Undesignated 

15,664 

18,215 

Total  Net  Assets 

$  2,143,869 

$1,990,012 

Invested  in  capital  assets,  net  ol  related  debt  increased  by  $127  million  as  the  result  oi  increases  in  capital  assets  offset  bj 
the  changes  in  bonds  and  capital  leases  outstanding.  The  restricted-expendable  category  of  net  assets  increased  by  $16 
million  largelj  due  to  growth  in  the  quasi  endowment  fund.  Unrestricted  net  assets  increased  by  approximate^  $9 
million  ^\\\r  to  iru  reases  in  the  net  assets  ol  sell  supporting  activities  i\nd  capital  projects. 


STATEMENT  OF  REVENUES,  EXPENSES  AND  CHANGES 
IN  NET  ASSETS 

The  Statement  of  Revenues,  Expenses,  and  Changes  in  Net  Assets  presents  the  University's  results  of  operations.  In 
accordance  with  GASB  reporting  standards,  revenues  and  expenses  are  classified  as  either  operating  or  nonoperating.  A 
summarized  comparison  of  the  University's  Statement  of  Revenues,  Expenses  and  Changes  in  Net  assets  for  the  years 
ended  June  30,  2003  and  2002  is  as  follows: 


(in  thousands) 

2003 

2002 

Operating  revenues: 

Student  tuition  and  fees 

$       384,981 

$      329,049 

Sponsored  programs 

750,636 

669,085 

Hospital  and  other  medical  activities 

359.689 

327,548 

Auxiliary  enterprises  and  independent  operations 

271,111 

240,276 

Medical  service  plan 

1 1 1 ,590 

99,747 

Other 

244,679 

234,791 

Total  operating  revenues 

2,122,686 

1,900,496 

Operating  expenses 

3,110,304 

2,957,879 

Operating  loss 

(987,618) 

(1 ,057,383) 

Nonoperating  revenues  (expenses) 

State  appropriations  and  on  behalf  payments 

909,914 

957,315 

Private  gifts 

118,703 

126,461 

Investment  income 

28.687 

50,903 

Other  net  nonoperating  expenses 

(30,432) 

(82,912) 

Net  nonoperating  revenues 

1,026,872 

1,051,767 

Capital  state  appropriations  and  capital  gifts  and  grants 

111,782 

80,072 

Endowment  gifts 

2.821 

644 

Increase  in  net  assets 

153,857 

75,100 

Net  assets,  beginning  of  year 

1,990,012 

1,914,912 

Net  assets,  end  of  year 

$    2,143,869 

$  1,990,012 

23 

Annual 
Report 
2003 


Revenues 

The  University's  revenues  are  generated  from  diverse  sources  to  supplement  the  student  tuition  and  fees.  This  is  espe- 
cially relevant  in  years  such  as  fiscal  year  2003  when  state  appropriated  support  declined.  GASB  reporting  standards 
require  the  categorization  of  revenues  into  operating  and  nonoperating.  Operating  revenues  generally  result  from  ex- 
change transactions  where  each  of  the  parties  to  the  transaction  either  give  up  or  receive  something  of  equal  or  similar 
value.  Certain  revenue  sources  that  the  University  relies  on  for  operations,  including  State  appropriations,  gifts,  and 
investment  income,  are  defined  by  this  statement  as  nonoperating. 

The  following  graphically  illustrates  the  revenues  by  source  (both  operating  and  certain  nonoperating)  which  were  used 
to  fund  the  University's  operating  activities  for  the  year  ended  June  30,  2003 
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State  appropriations  and  on 
behalf  payments  28% 


Gifts  4% 

Investment  income  1  % 


Revenues 


millions 


11% 


Nonoperating  revenues 

Grants  and  contracts 

Hospital  and  other  medical  services 


$  1,057.3 
S  750.6 
$        359.7 


Auxiliary  enterprises  and  independent  operations  S        271 .1 

Departmental  activities  $        172.2 

Student  tuition  and  fees  $        385.0 

Other  operating  revenues  S        184.1 

TOTAL  $  3,180.0 


Student  tuition  and  State  appropriations  are  primary  sources  of  funding  for  the  University's  academic  programs.  There  is 
a  direct  relationship  between  the  State  support  and  the  University's  ability  to  restrain  tuition  increases.  State  appropria- 
tion revenue  decreased  by  $65  million  and  student  tuition  revenue  increased  by  $56  million  during  fiscal  year  2003.  The 
increase  in  tuition  is  due  to  a  10%  tuition  increase  approved  by  the  Board  of  Trustees  for  fiscal  year  2003,  additional  tuition 
from  the  second  year  of  a  four-year  tuition  increase  program,  and  an  increase  in  student  enrollment.  Other  revenue 
sources  with  significant  increases  during  fiscal  year  2003  were  grants  and  self  supporting  activities  such  as  the  hospital, 
auxiliary  enterprises,  and  medical  service  plan.  Capital  appropriations  revenue  from  the  State  of  Illinois  were  used  to 
fund  building  construction  at  each  of  the  three  campuses. 

Expenses 

The  majority  of  the  University's  expenses  are  exchange  transactions  which  GASB  standards  define  as  operating  expenses. 
Nonoperating  expenses  include  capital  financing  costs  and  costs  related  to  capital  assets. 


OPERATING  EXPENSES 

(in  thousands) 

2003 

2002 

Instruction 

$ 

608,250 

$        610,799 

Research 

520,574 

472,278 

Public  service 

297,558 

282,293 

Support  services 

430,544 

437.817 

Hospital  and  medical  activities 

319,795 

292,171 

Auxiliary  enterprises  and  independent  operations 

201,175 

193,782 

Scholarships  and  fellowships 

138.733 

1 1 7,300 

Plant  operations  and  maintenance 

171.418 

162,432 

Depreciation 

140,106 

132,969 

On  behall  payments  for  fringe  benefits 
Total  operating  expenses 

282,151 

256,038 

$ 

3.110,304 

$    2.957,879 

Fiscal  year  2003  expenses  increased  by  $152  million  or  5%  Expenses  related  to  the  University's  mission  of  instruction, 
research  and  public  service  increased  by  4%,  or  $61  million,  to  $1.4  billion  in  2003.  Instruction  expenses,  tied  directly  to 
state  funding,  showed  a  slight  decrease  during  fiscal  year  2003.  However,  research  expenses  continued  to  increase  in 
relation  to  the  increase  in  grant  revenue.  Hospital  and  medical  activities  expenses  increased  by  $28  million  or  9%  which 
correlates  to  their  increase  in  revenue  during  fiscal  year  2003.  Interest  on  capital  asset  related  debt,  which  is  included  with 
nonoperating  revenues  (expenses),  increased  by  approximately  $10  million  as  a  result  of  the  increased  debt  the  University 
has  incurred  over  the  past  few  years. 

The  University  chooses  to  report  their  expenses  by  functional  classifications  in  the  Statement  of  Revenues,  Expenses  and 
Changes  in  Net  Assets.  For  the  reader's  information,  the  operating  expenses  are  displayed  in  their  natural  classification  in 
Note  14.  The  following  graphs  illustrate  the  expenses  for  each  method  of  classification: 


9% 


17% 


10% 


14% 


Operating  Expenses 
Functional  Classification 


millions 


Instruction 

Research 

Public  service 

Support  services 

Hospital  and  medical  activities 

Auxiliary  enterprises  and  independent  operations 

Scholarships  and  fellowships 

Plant  operations  and  maintenance 

Depreciation 

On  behalf  payments  for  fringe  benefits 

TOTAL 


S 


$  608.3 
$  520.5 
$  297.6 
$  430.5 
319.8 
$  201.2 
$  1 38.7 
$  171.4 
$  140.1 
$  282.2 
$  3,110.3 
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32% 


62% 


Operating  Expenses 
Natural  Classification 


Compensation  and  benefits 
Supplies  and  services 
Student  aid 
Depreciation 
TOTAL 


millions 


$  1,938.3 
$  988.8 
$  43.1 

$  140.1 
$  3,110.3 


STATEMENT  OF  CASH  FLOWS 

The  Statement  o\  Cash  Flows  provides  information  about  the  University's  financial  results,  by  reporting  the  major  sources 
and  uses  of  cash.  A  comparative  summary  of  the  statement  of  cash  flows  for  the  years  ended  June  30,  2003  and  2002  is  as 
follow  s: 
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(in  thousands) 
2003                         2002 

Cash  flows  from  operating  activities: 

Total  sources 

$  2,061,302 

$1,834,389 

Total  uses 

(2,686,620) 

(2,533,476) 

Net  cash  flows  used  by  operating  activities 

(625,318) 

(699,087) 

Cash  flows  from  noncapital  financing  activities: 

State  appropriations 

684,760 

736,472 

Gifts  transferred  from  the  Foundation 

118703 

126.461 

Other  sources,  net 

30,103 

17,269 

Net  cash  flows  provided  by  noncapital  financing  activities 

833,566 

880,202 

Cash  flows  from  capital  and  related  financing  activities: 

Proceeds  from  debt  issues 

75,276 

263,429 

State  capital  appropriations 

94.453 

65.653 

Payments  of  principal  and  interest  on  bonds  and  capital  leases 

(73.052) 

(220,804) 

Payment  of  bond  issuance  costs 

(790) 

(12,569) 

Purchase  of  capital  assets 

(306,409) 

(248,590) 

Other  sources,  net 

15,955 

4,218 

Net  cash  flows  used  by  capital  and  related  financing  activities 

(194,567) 

(148,663) 

Cash  flows  from  investing  activities: 

Interest  and  dividends  received 

Proceeds  from  sales  and  maturities  of  investments, 

net  of  cash  paid  for  investment  purchases 

42,519 
(35,009) 

46,789 
20,908 

Net  cash  flows  provided  by  investing  activities 

7,510 

67,697 

Net  increase  in  cash  and  cash  equivalents 

21.191 

100,149 

Cash  and  cash  equivalents,  beginning  of  year 

309,999 

209,850 

Cash  and  cash  equivalents,  end  of  year 

$     331,190 

$    309,999 

I  he  University's  cash  and  cash  equivalents  increased  by  $21  million.  Net  positive  flow  of  funds  from  operations,  noncapital 
f  i  n.ii  u  irtg  activities  and  the  issuance  of  capital  debt  is  offset  by  the  purchase  of  capital  assets  and  debt  payments.  Cash 
receh  ed  for  operations  consists  oi  student  tuition,  grants  and  contracts,  hospital  and  medical  revenue,  auxiliary  facilities 
revenue,  ^nd  departmental  activities.  Noncapital  financing  activity  sources,  as  defined  by  GASB,  include  state  appropria- 
tions and  private  gifts  which  are  used  to  fund  operating  activities. 


THE  UNIVERSITY'S  ECONOMIC  OUTLOOK 

State  appropriations  represent  operating  support  provided  by  the  Governor  and  General  Assembly  for  University  pro- 
grams. The  State  also  appropriates  funds  to  CMS  and  SURS  to  pay  the  cost  of  health  insurance  and  retirement  for 
University  employees,  on-behalf  payments.  Due  to  budget  constraints,  the  fiscal  year  2004  budget,  as  approved  by  the 
Governor,  is  approximately  7.8%  less  than  the  fiscal  year  2003  approved  budget.  However,  after  adjusting  the  fiscal  year 
2003  approved  budget  by  the  mid  year  rescission,  the  actual  decrease  is  approximately  4.2%.  The  on  behalf  payments  for 
fiscal  year  2004  are  estimated  to  increase  over  the  2003  payments  by  about  8.3%,  resulting  in  an  overall  net  decrease  in 
budgeted  State  support  of  approximately  .5%  in  fiscal  year  2004. 

The  University  projects  an  increase  in  tuition  and  miscellaneous  departmental  revenue.  The  recommended  $380.7  mil- 
lion fiscal  year  2004  tuition  and  miscellaneous  departmental  revenue  budget  represents  a  $44.8  million  or  13.3%  increase 
from  fiscal  year  2003.  The  estimated  increase  in  tuition  is  due  to  a  5%  tuition  increase  approved  by  the  Board  expected  to 
generate  $16.8  million  to  partially  offset  reductions  in  direct  state  support.  The  increase  also  includes  the  third  year  of  the 
four-year  tuition  increase  program,  generating  approximately  $13.2  million.  The  University  is  earmarking  the  use  of 
these  funds  for  financial  aid  and  program  improvements  in  the  liberal  arts  and  sciences,  commerce  and  other  under- 
graduate programs. 

The  University's  institutional  funds  include  revenues  from  sponsored  projects  for  indirect  project  costs,  royalty  revenues, 
and  administrative  allowance  revenue,  i.e.  auxiliary  enterprise  and  departmental  activity  revenue,  directed  to  pay  Uni- 
versity overhead  costs.  The  University's  fiscal  year  2004  budget,  approved  by  the  Board  of  Trustees,  includes  an  increase 
in  institutional  funds  revenue  of  12.4%. 

Research  is  one  of  four  components  of  the  University's  mission.  Research  leading  to  the  development  of  new  products 
and  services  is  also  the  engine  driving  economic  development,  another  component  of  the  University's  mission.   The  27 

growth  in  externally  sponsored  research  is  testimony  to  the  public  and  private  sector  confidence  in  the  University's  Annual 

research  faculty.  The  fiscal  year  2004  sponsored  project  budget  is  an  estimate  of  grant  and  contract  awards  for  direct  costs  Report 

and  represents  a  15.4%  increase  from  fiscal  year  2003. 

Private  gifts  are  an  important  supplement  to  the  University's  sources  of  funding  for  operating  costs  and  capital  acquisi- 
tions and  construction.  Private  gifts  are  budgeted  to  increase  by  at  least  5%  during  fiscal  year  2004.  Economic  pressures 
affecting  donors  may  affect  the  level  of  gift  support  the  University  receives  over  the  next  year. 

The  University  continued  to  experience  growth  despite  reduced  support  from  the  state  and  a  weak  economy.  The  Univer- 
sity will  be  challenged  but  the  Board  of  Trustees  and  management  have  committed  to  continuing  the  University's  strong 
financial  position  and  to  uphold  our  mission  of  instruction,  research,  public  service  and  economic  development  in  an 
uncertain  economy. 
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Statement  of  Net  Assets  as  of  June  30,  2003 
with  Comparative  Totals  for  2002  (in  thousands) 


University 


University  Related 
Organizations 
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ASSETS 

Current  Assets: 

Cash  and  cash  equivalents 

Cash  and  cash  equivalents,  restricted 

Investments 

Investments,  restricted 

Accrued  investment  income 

Accounts  receivable,  net  of  allowance  for  uncollectible 

Receivable  from  State  of  Illinois  General  Revenue  Fund 

Pledges  receivable,  net  of  allowance 

Notes  receivable,  net  of  allowance  for  uncollectible 

Accrued  interest  on  notes  receivable 

Inventories 

Prepaid  expenses  and  deferred  charges 

Due  from  related  organizations 


Investments 

Investments,  restricted 

Pledges  receivable,  net  of  allowance 

Notes  receivable,  net  of  allowance  for  uncollectible 

Real  estate  and  farm  properties 

Prepaid  expenses 

Irrevocable  trust  held  by  other  trustees 

Capital  assets,  net  of  accumulated  depreciation 

Other  assets 


Total  Noncurrent  Assets 


TOTAL  ASSETS 


LIABILITIES  AND  NET  ASSETS 

Current  Liabilities: 

Accounts  payable  and  accrued  liabilities 

Accrued  payroll 

Accrued  compensated  absences,  current  portion 

Accrued  self  insurance,  current  portion 

Deferred  revenue  and  student  deposits 

Accrued  interest  payable 

Notes  payable 

Annuities  payable 

Bonds  payable,  current  portion 

Due  to  related  organizations,  current  portion 


257,645 

$          215,569 

$         5,087 

$         7,113 

73,545 

94,430 

1,650 

1,905 

39,509 

38,885 

36.564 

25,708 

5,195 

6,496 

1,155 

1,845 

271,606 

240,858 

19.690 

28,507 

1,892 

9,590 

12.758 

1,535 

10.434 

9,241 

1,574 

1,878 

23,778 

25,449 

1 

1 

26,335 

34,240 

425 

165 

5,360 

5,432 

Other  assets 

2,845 

2,610 

Total  Current  Assets 

753,437 

707,776 

43,611 

43,681 

Noncurrent  Assets: 

Cash  and  cash  equivalents,  restricted 

205 

267 

461,812 

465,747 

145,704 

134,590 

98,821 

69.538 

625,842 

642,840 

8,637 

32,976 

le                                                 48,084 

47,823 

10,980 

10,960 

23.210 

23,617 

2.688 

5,375 

2,547,063 
1,852 


2,328,565 
1,368 


3,171,300 


2,929,376 


$    3,924,737 


$      3,637,152 


21.982 


15,214 


Due  to  related  organizations 
Accrued  compensated  absences 
Accrued  self-insurance 
Annuities  payable 
Remainder  interest  due  to  others 
Deferred  distributions 


175,956 
71.857 


182,267 
63,552 


Tot.il  Noncurrent  Liabilities 
Total  Liabilities 


1 ,308,469 


1,234,018 


1.780,868 


1,647,140 


NET  ASSETS 

Invested  in  capital  assets,  net  of  related  debt 
Restricted: 
Ni  naxpandablc 


1 76  I !  i i 


167,314 


•  iOt' 

TOTAl   I  lARILITIES  AND  NET  ASSETS 


2,143,869 


$    3,924,737 


1.990,012 
3.637.152 


.tatements. 


10,274 

10,011 

8,921 

11,341 

394 

375 

823.187 


$     866,798 


48,541 


100,331 


19,423 


766,467 


$     866,798 


856.017 


$     899,698 


128,030 

$ 

92.814 

$       36.027 

$       74,676 

116,372 

110,459 

297 

16,568 

16.896 

727 

708 

19,104 

17,750 

106,816 

101,221 

1,175 

14,401 

13,889 

75 

92 

7.489 

10,227 

5.981 

5,664 

72 


Leaseholds  payable  and  other  obligations,  current  portion 

13,153 

8,693 

Assets  held  for  others 

35,973 

36,186 

19 

1 

Total  Current  Liabilities 

472,399 

413,122 

51,790 

91.440 

Noncurrent  Liabilities: 

Bonds  payable 

Leaseholds  payable  and  other  obligations 

675,632 
385,024 

613.123 
375.076 

5.360 

5,360 

38.841 

40.734 

4,244 

4,809 

96 

148 

51,051 


142.491 


1,630.184 

1,503.174 

3,399 

3,493 

27.883 

26,177 

467,277 

464.758 

309.645 

293.347 

276,368 

272.762 

16,194 


757,207 


$     899,698 


Statement  of  Revenues,  Expenses  and  Changes  in  Net  Assets 

Year  Ended  June  30,  2003  with  Comparative  Totals  for  2002  (in  thousands) 


University 
2003                         2002 

University  Related 

Organizations 

2003                        2002 

OPERATING  REVENUES: 

Student  tuition  and  fees,  net 

$    384,981 

$     329,049 

$ 

$ 

Fee  for  services  -  state  appropriation 

47,911 

49,846 

Federal  appropriations 

17,058 

17.406 

Federal  grants  and  contracts 

552,466 

463,354 

State  of  Illinois  grants  and  contracts 

108,444 

101,796 

Private  gifts,  grants,  and  contracts 

89,726 

103.935 

92,534 

126.100 

Educational  activities 

172,216 

171,277 

5.333 

Auxiliary  enterprises,  net 

260,964 

231,461 

Hospital  and  other  medical  activities,  net 

311,778 

277,702 

Medical  service  plan 

111,590 

99,747 

Independent  operations 

10,147 

8,815 

Interest  and  service  charges  on  student  loans 

1,215 

1,786 

On  behalf  -  hospital  and  other  medical  activities 

54,190 

44,322 

Allocation  from  the  University 

8,166 

8,061 

Other  sources 

19,855 

16,452 

TOTAL  OPERATING  REVENUES 

2,122,686 

1,900,496 

120,555 

155,946 

OPERATING  EXPENSES: 

Instruction 

608,250 

610.799 

Research 

520,574 

472,278 

Public  service 

297.558 

282,293 

Academic  support 

212,025 

223,902 

5,337 

Student  services 

70,089 

69,725 

Institutional  support 

148.430 

144.190 

22,903 

23,091 

Operation  and  maintenance  of  plant 

171.418 

162,432 

Scholarships  and  fellowships 

138,733 

117,300 

Auxiliary  enterprises 

192,163 

185,723 

Hospital  and  medical  activites 

319.795 

292,171 

Independent  operations 

9,012 

8,059 

Depreciation 

140.106 

132.969 

563 

503 

On  behalf  payments  for  fringe  benefits 

282,151 

256,038 

Distributions  on  behalf  of  the  University 

123,593 

127,580 

TOTAL  OPERATING  EXPENSES 

3,110,304 

2.057,879 

147,059 

156,511 

Operating  (Loss) 

(987,618) 

(1,057,383) 

(26,504) 

(565) 

NONOPERATING  REVENUES  (EXPENSES): 

State  appropriations 

681 ,953 

745,599 

Private  gifts 

118,703 

126,461 

On  behalf  payments  for  fringe  benefits 

227,961 

211.716 

1,142 

1.022 

Net  investment  income  (net  of  interest  expense  of  $1 ,198  in  2003) 

28,687 

50,903 

7,060 

7,675 

Net  increase  (decrease)  in  the  fair  value  of  investments 

14,351 

(25.727) 

6,460 

(42.620) 

Interest  on  capital  asset  related  debt 

(56,607) 

(46.722) 

(194) 

Loss  on  disposals  of  capital  assets 

(11,543) 

(29.962) 

Other  nonoperating  revenues 

23,367 

19,499 

Other  nonoperating  expenses 

(229) 

(2,027) 

Net  nonoperating  revenues  (expenses) 

1,026,872 

1,051,767 

14,239 

(35,950) 

Income  (loss)  before  other  revenues,  expenses,  gains,  or  losses 

39,254 

(5,616) 

(12,265) 

(36,515) 

Capital  state  appropriations 

94,453 

65.653 

Capital  gifts  and  grants 

17,329 

14.419 

Private  gifts  for  endowment  purposes 

2,821 

644 

21,525 

41,274 

INCREASE  IN  NET  ASSETS 

153,857 

75,100 

9,260 

4,759 

NET  ASSETS,  BEGINNING  OF  YEAR 

1,990,012 

1,914,912 

757,207 

752,448 

NET  ASSETS,  END  OF  YEAR 

$2,143,869 

$1,990,012 

$     766,467 

$    757,207 
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See  accompanying  notes  to  financial  statements. 
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Statement  of  Cash  Flows 

Year  Ended  June  30,  2003  with  Comparative  Totals  for  2002  (in  thousands) 


University 
2003  2002 


CASH  FLOWS  FROM  OPERATING  ACTIVITIES: 

Student  tuition  and  fees 

Medical  fees  for  service  -  state  appropriations 

Federal,  state,  and  local  grants  and  contracts 

Nongovernmental  sponsored  programs 

Sales  and  services  of  educational  and  other  departmental  activities 

Contributions  and  gifts 

Service  fee  revenue 

Auxiliary  activities  and  independent  operations 

Hospital  and  other  medical  activities 

Medical  service  plan 

Distributions  on  behalf  of  the  University 

Allocation  from  the  University 

Payments  to  employees  and  benefits 

Payments  to  suppliers 

Payments  to  annuitants 

Student  loans  issued 

Student  loans  collected 

Student  loan  interest  and  fees  collected 


$    386,292 

47,911 

660,213 


$    334,086 

49,846 

558,633 


(1,657,047) 

(972,252) 

(42,926) 


(1,557,086) 

(927,608) 

(38,850) 


(14,395) 

12,724 

1,519 


(9,932) 


9,241 


1,622 


CASH  FLOWS  FROM  CAPITAL  AND  RELATED  FINANCING  ACTIVITIES: 

Proceeds  from  issuance  of  capital  debt 

State  capital  appropriations 

Capital  gifts  and  grants 

Purchase  of  capital  assets 

Principal  payments  on  bonds  and  capital  leases 

Interest  payments  on  bonds  and  capital  leases 

Payment  on  notes  payable 

Payments  of  bond  issuance  costs 


(790) 


(12,569) 


NET  CASH  PROVIDED  (USED)  BY  CAPITAL  AND 
RELATED  FINANCING  ACTIVITIES: 


(194,567) 


(148.663) 


CASH  FLOWS  FROM  INVESTING  ACTIVITIES: 

Interest  and  dividends  on  investments,  net 
Proceeds  from  sales  and  maturities  of  investments 
Purchase  of  investments 


42,519 

2,173,238 

(2,208,247) 


46,789 


1,078,416 
(1,057,508) 


NET  CASH  PROVIDED  (USED)  BY  INVESTING  ACTIVITIES 


7,510 


67,697 


University  Related 

Organizations 

2003  2002 


93,434 

102,516 

3,420 

1,348 

167,213 

163,894 

76.495 

106,451 

6.356 

6,524 

271,375 

239,298 

443 

510 

307,582 

274,996 

113,039 

100.257 

(88.865) 
5,247 


(11,602) 


(7.588) 
(6,532) 


(1,027) 


9,593 


913,113 
(930,857) 


(8.151) 


(81 ,794) 
5,249 


(10,358) 


(8,048) 
(6,205) 


Other  operating  revenue 

8,482 

5.519 

NET  CASH  PROVIDED  (USED)  BY  OPERATING  ACTIVITIES 

(625,318) 

(699,087) 

(14,144) 

19,196 

CASH  FLOWS  FROM  NONCAPITAL  FINANCING  ACTIVITIES: 

State  appropriations 

684,760 

736,472 

Gifts  transferred  from  University  of  Illinois  Foundation 

118,703 

126.461 

Private  gifts  for  endowment  purposes 

2,760 

643 

21.525 

41,274 

Advance  and  repayments  to  related  organizations,  net 

(153) 

(1.739) 

Other,  net 

27,496 

18,365 

(546) 

(3,060) 

NET  CASH  PROVIDED  BY  NONCAPITAL  FINANCING  ACTIVITIES 

833,566 

880,202 

20.979 

38,214 

75,276 

263,429 

3,683 

5,961 

94,453 

65.653 

15,955 

4,218 

(306,409) 

(248,590) 

(1.778) 

(3.931) 

(28,614) 

(192,537) 

(2,738) 

(44,438) 

(28,267) 

(194) 

(13) 

(1 .069) 

948 


8,264 


1.351,455 
(1,417.751) 


(58.032) 


Net  increase  (decrease)  in  cash  and  cash  equivalents 

21,191 

100.149 

(2.343) 

326 

Cash  and  Cash  Equivalents,  Beginning  of  Year 

309,999 

209.850 

9.285 

8,959 

CASH  AND  CASH  EQUIVALENTS.  END  OF  YEAR 

$     331,190 

$    309.999 

$ 

6,942 

$ 

9.285 

Statement  of  Cash  Flows 

Year  Ended  June  30,  2003  with  Comparative  Totals  for  2002  (in  thousands) 


University 

2002 


Reconciliation  of  operating  loss  to  net  cash  provided  (used) 
by  operating  activities: 
Operating  loss 

Adjustments  to  reconcile  operating  loss  to  net  cash  provided  (used) 
by  operating  activites: 
On  behalf  payments  for  reimbursement  of  hospital  and 
medical  activities 

On  behalf  payments  for  fringe  benefits  expense 
Depreciation  expense 

Change  in  value  of  split  interest  agreements 
Changes  in  assets  and  liabilities: 
Accounts  receivable,  net 
Notes  receivable,  net 
Accrued  interest  on  notes  receivable 
Inventories 

Prepaid  expenses  and  deferred  charges 
Pledges  receivable 
Noncurrent  assets  other 
Accounts  payable 
Accrued  payroll 

Deferred  revenue  and  student  deposits 
Accrued  compensated  absences 
Accrued  self-insurance 
Assets  held  for  others 


$  (987,618) 


(1,057,383) 


(54,190) 

(44,322) 

282,151 

256,038 

140.106 

132,969 

(213) 


9,760 


Net  cash  provided  (used)  by  operating  activities 


(625,318) 


(699,087) 


Noncash  investing,  capital,  and  financing  activities: 

On  behalf  payments  for  fringe  benefits 

Gifts  in  kind 

Capital  asset  acquisition  via  accounts  and  leaseholds  payable 

Capital  asset  acquisitions  via  capital  appropriation 

Disposals  of  capital  assets 

See  accompanying  notes  to  financial  statements. 


94,007 
56,373 


60,653 
29,862 


University  Related 
Organizations 
2003  2002 


$     (26,504) 


1,142 


563 


18 


(14,144) 


(565) 


1,022 


503 


(4,289) 

1.674 

(25,816) 

(36,943) 

562 

(272) 

(1,453) 

88 

1 

304 

(164) 

1,671 

(1,710) 

7 

512 

1.935 

(261) 

(36) 

13,000 

17,000 

387 

333 

4.700 

(10.786) 

64 

(437) 

5,913 

31,132 

(25) 

307 

5,595 

6,081 

1,180 

(260) 

(6,639) 

4,417 

19 

9,659 

9,801 

(81) 


19,196 


$    282,151 

$     256,038 

$ 

1.142 

$ 

1,022 

$ 

39.108 

$ 

47,854 

$       31,624 

$     132,004 
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NOTE  1  -  ORGANIZATION  AND  SUMMARY  OF  SIGNIFICANT 
ACCOUNTING  POLICIES 

Organization  and  Basis  of  Presentation 

The  University  of  Illinois  (University),  a  federal  land  grant  institution  and  a  component  unit  of  the  State  of  Illinois,  conducts 
education,  research  and  public  service  and  related  activities  principally  at  its  three  campuses  in  Urbana-Champaign,  Springfield 
and  Chicago  which  include  the  University  of  Illinois  Hospital  (Hospital)  and  other  health  caie  facilities.  The  governing  body  of 
the  University  is  The  Board  of  Trustees  of  the  University  of  Illinois  (Board). 

As  required  by  accounting  principles  generally  accepted  in  the  United  States  of  America,  as  prescribed  by  the  Governmental 
Accounting  Standards  Board  (GASB),  these  financial  statements  present  the  financial  position  and  financial  activities  of  the 
University  (the  primary  government)  and  its  component  units  as  well  as  certain  activities  and  expenses  funded  by  other  State 
agencies  on  behalf  of  the  University  or  its  employees.  The  component  units  discussed  below  ate  included  in  the  University's 
financial  reporting  entity  (Entity)  because  of  the  significance  of  their  financial  relationship  with  the  University. 

The  University  Related  Organizations'  column  in  the  financial  statements  includes  the  financial  data  of  the  University's  dis- 
cretelv  presented  component  units.  The  University  of  Illinois  Foundation  (Foundation),  the  University  of  Illinois  Alumni  Asso- 
ciation (Alumni  Association),  and  Wolcott,  Wood  and  Taylor,  Inc.  (WWT)  are  included  in  the  University's  reporting  entity 
because  of  the  significance  of  their  operational  or  financial  relationship  with  the  University.  These  component  units  are  dis- 
cretely presented  in  a  separate  column  to  emphasize  that  they  are  Illinois  non-profit  organizations  legally  separate  from  the 
University. 

34 

Annual  The  Foundation  was  formed  for  the  purpose  of  providing  fund  raising  and  other  assistance  to  the  University  in  order  to  attract 

private  gifts  to  support  the  University's  instructional,  research  and  public  service  activities.  In  this  capacity,  the  Foundation 
solicits,  receives,  holds  and  administers  gifts  for  the  benefit  of  the  University  Complete  financial  statements  for  the  Foundation 
may  be  obtained  bv  writing  the  Director  of  Business  and  Administration,  414C  Harker  Hall,  1305  W.  Green  Street,  Urbana,  IL 
61801. 

The  Alumni  Association  was  formed  to  promote  the  general  welfare  of  the  University  and  to  encourage  and  stimulate  interest 
among  students,  former  students  and  others  in  the  University's  programs.  In  this  capacity,  the  Alumni  Association  offers  mem- 
berships in  the  Alumni  Association  to  former  students,  conducts  various  activities  for  students  and  alumni,  and  publishes 
periodicals  for  the  benefit  of  alumni.  Complete  financial  statements  for  the  Alumni  Association  may  be  obtained  by  writing  the 
Director  of  Administration  and  Business  Affairs,  227  Illini  Union,  1401  W.  Green  Street,  Urbana,  IL  61801. 

WWT  was  formed  to  provide  practice  management  support  services  and  operate  as  a  billing/collection  entity  for  health  caie 
activities  under  the  laws  of  the  State  of  Illinois.  Complete  financial  information  mav  be  obtained  by  writing  the  President  and 
CEO,  200  W  Adams,  Suite  225,  Chicago,  IL  60606. 

Prairieland  Energy,  Inc.  (Prairieland),  a  for  profit,  whollv-owned  subsidiarv,  was  formed  for  the  purpose  of  providing  support 
tor  the  University  through  delivery  of  comprehensive  economical  utility  services  to  all  campuses  of  the  University 

Illinois  Ventures/  LLC,  (Illinois  Ventures),  a  for  profit,  wholly-owned  subsidiary,  exists  to  facilitate  the  development  of  new 
i  ompanies  commercializing  technology  originated  or  developed  bv  faculty,  staff  and/or  students  of  the  University  The  Univer- 
sity desires  Illinois  Ventures  to  foster  technology  commercialization  and  economic  development  in  accordance  with  the  teach- 
ing, resean  h,  and  public  service  missions  of  the  University. 

I  he  I  niversit)  ol  Illinois  Research  Park,  LLC,  (Research  P.irk),  a  lor  profit,  whollv-owned  subsidiarv,  was  formed  to  aid  and 
assist  the  I  niversit)  by  establishing  and  operating  a  research  park  on  the  University's  Urbana  campus.  The  Research  Park  was 
designed  to  promote  the de\ elopmenl  ol  new  companies  u huh  commercialize  University  technologies. 

\<  ti\  ities  ot  Prairieland,  Illinois  Ventures,  and  the  Research  Park  for  the  current  fiscal  year,  which  were  minimal,  have  been 
in.  orporated  In  the  University's  financial  statements  using  the  blended  method. 

I  he  I  oundation,  Alumni  Assoi  iation,  WW  I,  Prairieland,  Illinois  Ventures  and  the  Research  Park  are  related  organizations  as 
defined  under  University  ( Guidelines  adopted  In  the  State  ol  Illinois  I  egislativ  e  Audit  Commission. 

I  he  i  niversit)  is  a  component  unit  ol  the  State  ol  Illinois  tor  rman<  ial  reporting  purposes,  [he  financial  balances  and  activities 
mi  luded  in  these  tinaiu  i.il  statements  are,  therefore,  also  nn  luded  m  the  State's  comprehensh  e  annual  financial  report. 

I  he  basil   linaiu  ial  statements  nn  hide  prior  vear  comparative  information,  w  hk  h  has  heen  dcriv  eel  liom  the  I  'niv  ersitv's  2002 

Brian  ial  statements   Su<  h  information  does  not  nn  hide  .ill  ol  the  information  required  to  constitute  a  presentation  in  confer- 


mity  with  accounting  principles  generally  accepted  in  the  United  States  of  America.  Accordingly,  such  information  should  be 
read  in  conjunction  with  the  University's  financial  statements  for  the  year  ended  June  30,  2002. 

Certain  items  in  the  June  30,  2002  financial  statements  have  been  reclassified  to  correspond  to  the  June  30,  2003  presentation. 

The  Entity's  resources  are  classified  into  net  asset  categories  and  reported  in  the  Statement  of  Net  Assets.  These  categories  are 
defined  as  (a)  Invested  in  capital  assets,  net  of  related  debt  -  capital  assets  net  of  accumulated  depreciation  and  outstanding 
debt  balances  (b)  Restricted  nonexpendable  -  assets  restricted  by  externally  imposed  stipulations  (c)  Restricted  expendable  - 
assets  subject  to  externally  imposed  restrictions  that  can  be  fulfilled  by  actions  of  the  Entity  pursuant  to  those  stipulations  or 
that  expire  by  the  passage  of  time  and  (d)  Unrestricted  -  assets  not  subject  to  externally  imposed  stipulations  but  may  be 
designated  for  specific  purposes  by  action  of  management  or  the  Board. 

Significant  Accounting  Policies 

The  Entity  prepared  its  financial  statements  as  a  Business  Type  Activity,  as  defined  by  GASB  Statement  No.  35,  using  the 
economic  resources  measurement  focus  and  the  accrual  basis  of  accounting.  Business  Type  Activities  are  those  financed  in 
whole  or  in  part  by  fees  charged  to  external  parties  for  goods  and  services. 

The  Statement  of  Revenues,  Expenses  and  Changes  in  Net  Assets  classifies  the  Entity's  fiscal  year  activity  as  operating  and 
nonoperating.  Operating  revenues  generally  result  from  exchange  transactions  such  as  payments  received  for  providing  goods 
and  services,  including  tuition  and  fees,  net  of  scholarships  and  fellowships,  certain  grants  and  contracts,  sales  and  services  of 
educational  activities,  hospital,  and  auxiliary  enterprise  revenues. 

Scholarships  and  fellowships  of  $85,676,000  and  $1,891,000  are  netted  against  student  tuition  and  fees  and  auxiliary  enterprises 
revenues,  respectively.  Stipends  and  other  payments  made  directly  to  students  are  reported  as  scholarship  and  fellowship  ex- 
pense. Net  tuition  and  fees,  except  for  Summer  Session,  are  recognized  as  revenues  as  they  are  assessed.  The  portion  of 
Summer  Session  tuition  and  fees  applicable  to  the  following  fiscal  year  are  deferred.  35 

Grant  and  contract  revenues,  which  are  received  or  receivable  from  external  sources  are  recognized  as  revenues  to  the  extent  of  Report 

related  expenses  or  satisfaction  of  eligibility  requirements  on  the  accrual  basis.  Advances  are  classified  as  deferred  revenue.  2003 

Certain  revenue  sources  that  the  Entity  relies  on  to  provide  funding  for  operations  including  State  appropriations,  gifts,  and 
investment  income  are  defined  by  GASB  Statement  No.  35  as  nonoperating.  In  addition,  transactions  related  to  capital  and 
financing  activities  are  components  of  nonoperating  revenues. 

Appropriations  made  from  the  State  of  Illinois  General  Revenue  and  Education  Assistance  Funds  for  the  benefit  of  the  Univer- 
sity are  recognized  as  nonoperating  revenues  when  eligibility  requirements  are  satisfied. 

In  accordance  with  GASB  Statement  No.  24,  Accounting  and  Financial  Reporting  for  Certain  Grants  and  Other  Financial  Assistance, 
the  University  reported  payments  made  to  the  State  Universities  Retirement  System  on  behalf  of  the  Entity  for  contributions  to 
retirement  programs  for  Entity  employees  of  approximately  $112,981,000  for  the  year  ended  June  30,  2003.  Substantially  all 
employees  participate  in  group  health  insurance  plans  administered  by  the  State  of  Illinois.  The  employer  contributions  to  these 
plans  for  University  employees  paid  by  State  appropriations  and  auxiliary  enterprises  are  paid  by  Central  Management  Ser- 
vices on  behalf  of  the  University.  The  employer  contributions  to  these  plans  on  behalf  of  employees  paid  from  other  University-held 
funds  are  paid  by  the  University.  Theon-behalf  payments  are  approximately  $169,170,000  for  2003.  The  cost  of  these  benefits 
paid  on  behalf  of  the  Hospital  are  reflected  as  operating  revenues  as  the  result  of  certain  contractual  agreements.  All  other  on- 
behalf  payments  are  reflected  as  nonoperating  revenues.  In  all  cases,  the  corresponding  on  behalf  expense  is  reflected  as  operat- 
ing and  reported  in  on-behalf  payments  for  fringe  benefits. 

With  respect  to  the  Hospital,  net  patient  service  revenue  is  reported  at  the  estimated  net  realizable  amounts  due  from  patients, 
third-party  payors,  and  others  for  services  rendered,  including  estimated  retroactive  adjustments  under  reimbursement  agree- 
ments with  third-party  payors.  Retroactive  adjustments  are  accrued  on  an  estimated  basis  in  the  period  the  related  services  are 
rendered  and  adjusted  in  future  periods  as  final  settlements  are  determined.  The  Hospital  has  agreements  with  third-party 
payors  that  provide  for  payments  to  the  Hospital  at  amounts  different  from  its  established  rates.  Approximately  89%  of  the 
Hospital's  net  patient  service  revenues  were  derived  from  Medicare,  Medicaid,  Blue  Cross  and  managed  care  programs  for  the 
year  ended  June  30,  2003.  Payments  under  these  programs  are  based  on  established  program  rates  or  costs,  as  defined,  of 
rendering  services  to  program  beneficiaries.  The  Hospital  provides  contractual  allowances  on  a  current  basis  for  the  differences 
between  charges  for  services  rendered  and  the  expected  payments  under  these  programs.  For  the  year  ended  June  30, 2003,  the 
contractual  allowances  totalled  $423,391,000. 

The  Entity  first  applies  restricted  net  assets  when  an  expense  or  outlay  is  incurred  for  purposes  for  which  both  restricted  and 
unrestricted  net  assets  are  available. 

The  majority  of  the  Entity's  expenses  are  exchange  transactions  which  GASB  defines  as  operating  expenses  for  financial  state- 
ment presentation.  Nonoperating  expenses  include  capital  financing  costs  and  costs  related  to  investment  activity. 


Employment  contracts  for  certain  academic  personnel  provide  for  twelve  monthly  salary  payments,  although  the  contracted 
sen  ice>  are  rendered  during  a  nine  month  period.  The  liability  for  those  employees  who  have  completed  their  contracted 
sen  ices,  but  ha\  e  not  yet  received  final  payment,  was  approximately  $42,822,000  at  June  30,  2003  and  is  recorded  in  the  accom- 
panying financial  statements.  This  amount  will  be  paid  from  amounts  specifically  included  in  State  of  Illinois  General  Revenue 
Fund  appropriations  to  the  University  for  fiscal  year  2004  rather  than  from  the  unrestricted  net  assets  available  at  June  30,  2003. 

Accrued  compensated  absences  for  Entity  personnel  are  charged  as  an  operating  expense,  using  the  vesting  method,  based  on 
earned  but  unused  vacation  and  sick  leave  days  including  the  Entity's  share  of  social  security  and  medicare  taxes.  At  June  30, 
2003,  the  University  estimates  that  $131 ,624,000  of  the  accrued  compensated  absences  liability  will  be  paid  out  of  State  of  Illinois 
General  Revenue  Fund  appropriations  to  the  University  in  subsequent  years,  rather  than  from  unrestricted  net  assets  available 
at  June  30,  2003. 

The  Statement  of  Cash  Flows  details  the  change  in  the  cash  and  cash  equivalents  balance  for  the  fiscal  yean  Cash  and  cash 
equivalents  include  bank  accounts  and  investments  with  original  maturities  of  ninety  days  or  less  at  the  time  of  puichase.  Such 
investments  consist  primarily  of  U.S.  Treasury  bills,  commercial  paper,  and  money  market  funds. 

Inventories  are  stated  at  the  lower  of  cost  or  market.  Cost  is  determined  principally  by  the  average  cost  method. 

For  donor  restricted  endowments,  the  Uniform  Management  of  Institutional  Funds  Act,  as  adopted  in  Illinois,  permits  the  Boaai 
of  Trustees  of  the  University  of  Illinois  to  apprcipriate  an  amount  of  realized  and  unrealized  endowment  appreciation  as  they 
determine  to  be  prudent.  The  University's  policy  is  to  retain  the  endowment  realized  and  unrealized  appreciation  with  the 
endowment  after  spending  rule  distributions. 

Capital  assets  are  recorded  at  cost  or  fair  value  at  the  date  of  a  gift.  Depreciation  of  the  capital  assets  is  calculated  on  a  straight- 
line  basis  over  the  estimated  useful  lives  (three  to  fifty  years)  of  the  respective  assets.  The  Entity  does  not  capitalize  collections  of 
works  of  art  or  historical  treasures  held  for  public  exhibition,  education,  or  research  in  furtherance  of  public  service  rather  than 
36  capital  gain,  unless  they  were  capitalized  as  of  June  30, 1999.  Proceeds  from  the  sale,  exchange,  or  other  disposal  of  any  item 

belonging  to  a  collection  of  works  of  art  or  historical  treasures  must  be  applied  to  the  acquisition  of  additional  items  for  the  same 


Annual 


Report  collection. 

2003 


The  preparation  of  financial  statements  in  conformity  with  accounting  principles  generally  accepted  in  the  United  States  of 
America  requires  management  to  make  estimates  and  assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities  and 
disclosure  of  contingent  assets  and  liabilities  at  the  date  of  the  financial  statements  and  the  reported  amounts  of  revenues  and 
expenses  during  the  reporting  period.  Actual  results  could  differ  from  those  estimates. 

In  accordance  with  GASB  Statement  No.  20,  Accounting  and  Financial  Reporting  for  Proprietary  Funds  and  Other  Governmental 
I  ntities  That  Use  Proprietary  Fund  Accounting,  the  Entity  follows  all  applicable  GASB  pronouncements.  In  addition,  the  Entity- 
applies  all  applicable  Financial  Accounting  Standards  Board  (FASB)  Statements  and  Interpretations,  Accounting  Principles  Board 
(APB)  Opinions  and  Accounting  Research  Bulletins  of  the  Committee  on  Accounting  Procedures  issued  on  or  before  November 
30,  1989  unless  those  pronouncements  conflict  with  or  contradict  GASB  pronouncements.  The  Entity  has  elected  not  to  apply 
FASB  pronouncements  issued  after  November  30, 1989. 

NOTE  2  -  CASH  ,  CASH  EQUIVALENTS  AND  DEPOSITS 

The  total  bank  account  balances  at  June  30,  2003,  of  the  University  and  the  Foundation,  aggregated  $4,771,000,  and 
$  2,438,000,  respectively,  which  were  covered  by  federal  depository  insurance  or  by  collateral  held  by  an  agent  in  the  Fntitx  s 
name. 

(  ertificates  ol  Deposit,  which  are  reported  as  investments  per  GASB  Statement  No. L),  totaled  $4,752,000  at  June  30, 2003  and 
were  covered  by  federal  depository  insurance  or  collateral  held  by  an  agent  in  the  University's  name. 

NOTE  3  -  INVESTMENTS 

Investments  in  real  estate  and  farm  properties  are  carried  .it  cost,  or  when  donated,  at  the  fair  value  at  the  date  o\  donation.  All 
other  investments  are  < arried  -it  their  fair  \  alue,  .is  determined  by  quoted  market  prices  im  estment  income  and  the  change  in 
t. in  value  oi  investments  is  recognized  in  the  fund  which  owned  such  investments,  except  for  income  derh  ed  from  investments 
ol  the  l  niversity  I  rtdowmenl  Fund  which  is  recognized  in  the  fund  to  which  the  income  is  restricted. 

Illinois  Statutes  and  Board  poli<  \  authorize  the  l  fnh  ersity  to  in\  est  in  obligations  oi  the  U.S.  Treasury,  agencies,  and  instru- 
mentalities (l  5.  Goa  eminent  set  unties);  bank  and  sa\  ings  and  loan  time  deposits;  corporate  bonds,  sto<  k  and  commercial 
paper;  repun  base  agreements;  and  mutual  luiuK.  Illinois  statutes  require  a  thud  party  custodian  to  perfect  the  Universitj  's 
urirj  interest  undei  repun  base  agreements,  [he  I  niversitj  follows  industry  standards  and  requires  that  securities  underly- 
ing repun  base  agreements  must  have  a  fair  value  ol  .it  least  102%  ol  the  cost  ol  the  repurchase  agreement.  At  fune  30, 2003,  the 


University  had  repurchase  agreements  of  $95,442,000.  The  market  value  of  securities  underlying  these  repurchase  agree- 
ments was  $99,421,000  at  June  30, 2003. 

Nearly  all  of  the  Entity's  investments  are  managed  by  external  professional  investment  managers.  Many  of  these  investments 
are  made  through  commingled  investment  vehicles  such  as  common  trust  funds  and  mutual  funds.  A  number  of  the  invest- 
ment managers  utilize  derivatives  in  the  execution  of  their  investment  strategies.  In  general,  managers  utilize  derivatives  to 
reduce  or  eliminate  undesirable  risks,  to  increase  portfolio  liquidity  and  flexibility  or  to  increase  investment  return  within  the 
level  of  risk  defined  in  the  manager's  investment  guidelines.  Examples  of  authorized  derivative  transactions  would  be  the 
hedging  of  foreign  currency  exposure  through  the  use  of  currency  forwards,  owning  mortgage  securities  with  embedded  pre- 
payment options  or  utilizing  treasury  futures  to  change  the  duration  of  a  fixed  income  portfolio.  The  Foundation  invests  in  "To 
Be  Announced"  (TBA)  GNMA  and  FNMA  mortgage  rolls.  The  Foundation  does  not  intend  to  finance  all  of  its  TBA  mortgage 
rolls.  The  Foundation  reports  its  pending  trades  as  accounts  receivable  and  accounts  payable  on  the  gross  basis.  The  Entity  did 
not  engage  in  any  other  significant  derivative  transactions  during  the  year  ended  June  30,  2003. 

The  University  by  the  authorization  of  the  Board,  increases  its  investment  income  by  lending  the  University's  securities,  through 
its  custodian,  to  independent  third  parties.  Such  loans  are  secured  by  collateral  consisting  of  cash,  cash  equivalents  or  U.S. 
Government  securities  and  irrevocable  bank  letters  of  credit  in  an  amount  not  less  than  102%  of  the  fair  value  of  the  securities 
loaned.  Any  collateral  securities  cannot  be  pledged  or  sold  by  the  University  unless  the  borrower  defaults.  The  University 
receives  interest  and  dividends  during  the  loan  period  as  well  as  a  fee  from  the  custodian.  At  June  30,  2003,  the  University  has 
no  credit  risk  exposure  to  borrowers  because  the  amounts  the  University  owes  the  borrowers  exceed  the  amounts  the  borrowers 
owe  the  University.  As  of  June  30, 2003,  approximately  $148,840,000  of  the  investments  reported  on  the  University's  Statement 
of  Net  Assets  were  on  loan,  secured  by  collateral  with  a  fair  value  of  approximately  $152,412,000. 

Distributions  are  made  from  the  University  Endowment  Fund  to  the  University  entities  that  benefit  from  the  endowment  funds. 
The  endowment  spending  rule  provides  for  an  annual  distribution  of  4.75%  of  the  two-quarter  lagged,  seven-year  moving 
average  market  value  of  fund  units.  At  June  30, 2003  net  appreciation  of  $32,022,000  is  available  to  be  spent,  of  which  $30,891,000 
is  restricted  to  specific  purposes. 

Cash,  cash  equivalents,  and  investments  (excluding  real  estate  and  farm  properties)  have  been  categorized  to  give  an  indication 
of  the  level  of  credit  risk  assumed  by  the  University  and  the  Foundation  at  June  30, 2003.  Category  1  includes  investments  that 
are  insured  or  registered  or  for  which  the  securities  are  held  by  the  Entity  or  an  agent  in  its  name.  Category  2  includes  uninsured 
and  unregistered  investments  for  which  the  securities  are  held  by  the  financial  institution's  trust  department  or  agent  in  the 
Entity's  name.  Category  3  includes  uninsured  and  unregistered  investments  for  which  the  securities  are  held  by  the  financial 
institution,  or  by  its  trust  department  or  agent  but  not  in  the  Entity's  name.  Mutual  funds  and  money  market  investments  are 
not  required  to  be  categorized.  Investments  of  Alumni  Association  and  WWT  as  of  June  30,  2003  were  not  significant. 

The  following  details  the  Entity's  cash,  cash  equivalents  and  investments  at  June  30,  2003: 


37 


UNIVERSITY  CASH, 

CASH  EQUIVALENTS,  AND  INVESTMENTS 

(in  thousands) 

Category 

Carrying 
Amount 

1 

2 

3 

Certificates  of  Deposit 

$ 

4,752 

$                       $ 

$ 

4,752 

U.S.  Gov.  Securities 

193,512 

193,512 

Repurchase  Agreements 

95,442 

95,442 

Commercial  Paper 

21,968 

21,968 

Corporate  Bonds 

218,226 

218,226 

Corporate  Stock 

Total 
Mutual  Funds 

26,013 

26,013 

$ 

464,471 

$        95,442      $ 

559,913 

Bonds 

75,155 

Stocks 

110,779 

Money  Market 

219,816 

Real  Estate 

780 

Illinois  Fund 

1,453 

TOTAL  CASH,  CASH  EQUIVALENTS,  &  INVESTMENTS 

$ 

967,896 
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FOUNDATION  INVESTMENTS 

(in  thousands) 

Category 

Carrying 
Amount 

1 

2                          3 

U.S.  Gov.  Securities 

$ 

38.319 

$             5,923     $ 

S 

44.242 

Municipal  Bonds 

748 

748 

Corp.  Bonds/Notes 

53.383 

6,872 

60.255 

Preferred  Stock 

748 

428 

1,176 

Corporate  Stock 

Total 
Real  Estate 

216,410 

49,651 

266,061 

$ 

309,608 

$            62,874     $ 

372,482 

Partnerships 

60,315 

Mutual  Funds 

Bonds 

136,804 

Stocks 

163,566 

Money  Market 

24,413 

Other 

TOTAL  INVESTMENTS 

3,017 

$ 

760,597 

NOTE   4  -  ACCOUNTS,  NOTES,  AND  PLEDGES  RECEIVABLE 

The  Entity  provides  allowances  for  uncollectible  accounts  and  notes  receivable  based  upon  management's  best  estimate  of 
uncollectible  accounts  and  notes  at  the  Statement  of  Net  Assets  date,  considering  type,  age,  collection  history  of  receivables, 
and  any  other  factors  as  considered  appropriate.  Accounts  receivable  are  reported  net  of  allowances  of  $180,724,000  at  June 
30,  2003.  Notes  receivable  are  reported  net  of  allowances  of  $1,756,000  at  June  30,  2003 

The  composition  of  accounts  receivable  and  notes  and  pledges  receivable  at  June  30,  2003  is  summarized  as  follows: 


ACCOUNTS  RECEIVABLE 

(in  thousands) 

Receivables  from  sponsoring  agencies 

$ 

129,979 

Hospital  and  other  medical  activities 

66,187 

Student  tuition  and  fees,  net  of  allowances 

14,505 

Auxiliaries,  net  of  discounts  and  allowances 

10,024 

Medical  service  plan 

15,972 

State  appropriations 

1 1 ,926 

Educational  activities 

22,775 

Other 

238 

$ 

271,606 

NOTES  AND  PLEDGES  RECEIVABLE 

(in  thousands) 

Student  notes  -  University: 

Student  notes  outstanding 

$ 

60,274 

Allowance  for  uncollectible  loans 

(1,756) 

Total  student  notes 
Gift  pledges  outstanding  -  Foundation: 

$ 

58,518 

Operations 

$ 

16,395 

Capital 

16,600 

Total  gift  pledges  outstanding 

32,995 

Less: 

Allowance  and  unamortized  discount 

to  present  value 

(11,600) 

Total  pledges  receivable,  net 

$_ 

:'i.3<>s 

NOTE  5  -  CAPITAL  ASSETS 

Net  interest  cost  incurred  on  borrowed  funds  during  the  period  of  construction  of  capital  assets  is  capitalized  as  a  component 
of  the  cost  of  acquiring  those  assets.  Net  interest  of  $  9,973,000  was  capitalized  during  the  year  ended  June  30,  2003. 

Capital  assets  activity  for  the  University  and  the  Foundation  for  the  year  ended  June  30,  2003  is  summarized  as  follows: 


CAPITAL  ASSETS  FOR  THE  UNIVERSITY 

(in  thousands) 

Beginning 
Balance 

Additions 

Retirements 

Transfers 

Ending 
Balance 

Nondepreciable  Capital  Assets: 

Land 

$      96.058 

$         9,235 

$ 

$ 

$     105,293 

Construction  in  progress 

108,656 

153,173 

(29,235) 

232,594 

Inexhaustible  collections 
Total  nondepreciable  capital  assets 
Depreciable  Capital  Assets: 

10,429 

1,289 

(110) 

11,608 

215,143 

163,697 

(110) 

(29,235) 

349,495 

Buildings 

1,954,878 

64,514 

(727) 

5,894 

2,024,559 

Improvements  and  infrastructure 

530,129 

37,026 

(971) 

23.341 

589,525 

Equipment  and  software 

891,344 

82,737 

(51,671) 

(59) 

922,351 

Library  materials 

311,528 

19,341 

(4) 

330,865 

Subtotal 

Less  accumulated  depreciation 
Total  net  depreciable  capital  assets 
TOTAL  CAPITAL  ASSETS 

3,687,879 

203,618 

(53,373) 

29,176 

3,867,300 

1,574,457 

140,106 

(44,831) 

1,669,732 

2,113,422 

63,512 

(8,542) 

29,176 

2,197,568 

$2,328,565 

$     227,209 

$ 

(8,652) 

$ 

(59) 

$2,547,063 
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CAPI 

rAL  ASSETS  FOR  THE  FOUNDATION 

Beginning 
Balance 

(in  thousands) 
Additions 

Retirements 

Transfers 

Ending 
Balance 

Nondepreciable  Capital  Assets: 

Land 

$        2,775 

$ 

$ 

(1,841) 

$ 

$             934 

Farmland 

397 

315 

(65) 

647 

Inexhaustible  collections 
Total  nondepreciable  capital  assets 
Depreciable  Capital  Assets: 

7,100 

617 

(1,778) 

5,939 

10,272 

932 

(3,684) 

7,520 

Equipment  and  software 
Less  accumulated  depreciation 
Total  net  depreciable  capital  assets 
TOTAL  CAPITAL  ASSETS 

462 

56 

(33) 

485 

296 

48 

(31) 

313 

166 

8 

(2) 

172 

$     $10,438 

$            940 

$ 

(3,686) 

$ 

$          7,692 

NOTE  6  -  ACCRUED  SELF-INSURANCE,  LOSS  CONTINGENCY,  AND 
COMPENSATED  ABSENCES 

The  Unix  ersitj  's  accrued  self-insurance  liability  of  $  90,961,000  at  June  30, 2003  covers  hospital  patient  liability;  hospital  and 
medical  professional  liability;  estimated  general  and  contract  liability;  and  workers'  compensation  liability  related  to  em- 
ploj  ees  paid  from  local  funds.  The  accrued  self-insurance  liability  was  discounted  at  a  rate  of  6%  at  June  30, 2003.  Amounts 
increasing  the  accrued  self-insurance  liability  are  charged  as  expenses  based  upon  estimates  made  by  actuaries  and  the 
Unix  ersit)  's  risk  management  division.  The  workers'  compensation  self-insurance  liability  of  $8,320,000  at  June  30,  2003 
related  to  employees  who  are  paid  from  State  appropriations  is  included  in  the  University's  accounts  payable.  These  claims 
will  be  paid  from  State  appropriations  in  the  year  in  which  the  claims  are  finalized,  rather  than  from  unrestricted  net  assets 
at  June  30,  2003. 

Accrued  self-insurance  includes  $57,516,000  at  June  30,  2003  for  the  currently  estimated  ultimate  cost  of  uninsured  medical 
malpractice  liabilities.  Ultimate  cost  consists  of  amounts  estimated  by  the  University's  risk  management  division  and  inde- 
pendent actuaries  for  asserted  claims,  unasserted  claims  arising  from  reported  incidents,  expected  litigation  expenses,  and 
amounts  determined  by  actuaries  using  relevant  industry  data  and  Hospital  specific  data  to  cover  projected  losses  for  claims 
incurred  but  not  reported.  Because  the  amounts  accrued  are  estimates,  the  aggregate  claims  actually  incurred  could  differ 
significantly  from  the  accrued  self-insurance  liability  at  June  30,  2003.  Changes  in  these  estimates  will  be  reflected  in  the 
Statement  of  Revenues,  Expenses  and  Changes  in  Net  Assets  in  the  period  when  additional  information  is  available. 

The  University  has  contracted  with  several  commercial  carriers  to  provide  varying  levels  and  upper  limits  of  excess  indem- 
nity coverage.  These  coverages  have  been  considered  in  determining  the  required  accrued  self-insurance  liability.  There 
were  no  settlements  which  exceeded  insurance  coverage  during  the  last  three  years. 
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CHANGES  IN  ACCRUED  SELF-INSURANCE 

(in  thousands) 

2003  2002 


Balance,  beginning  of  year 

Claims  incurred  and  changes  in  estimates 

Claim  payments 

Balance,  end  of  year 

Less  current  portion 

Balance,  end  of  year  -  noncurrent  portion 


90,961 
(19,104) 


81,302        $      71,501 

33,365  26,390 

(23,706)  (16,589) 


81.302 
(17,750) 


$         71,857         $      63,552 


Accrued  compensated  absences  includes  personnel  earned  but  unused  vacation  and  sick  leave  days,  including  the  University's 
share  of  social  security  and  medicare  taxes,  valued  at  the  current  rate  of  pay. 


CHANGES  IN 

COMPENSATED  ABSENCES  BALANCE 

(in 

thousands) 

Balance,  beginning  of  year 

$ 

199.163 

Additions/(Deductions) 

(6.639) 

Balance,  end  of  year 

192,524 

Less  current  portion 

(16.568) 

Balance,  end  of  year 

$ 

175.956 

NOTE   7  -  BONDS  AND  NOTES  PAYABLE 

On  July  26, 2001,  the  1  niversirj  issued  Auxiliarj  I  a<  ilities  System  Revenue  Bonds  Series  2001Band  2001C  in  theamounl  oi 
630,000  and  $18,925,000,  respectivel)  Series  2001B  and  2001C  Bonds  were  issued  to  fund  the  current  refunding  ol 


various  outstanding  issues,  to  fund  various  additions  and  improvements  to  the  System,  to  pay  debt  service  during  construc- 
tion, and  to  pay  all  costs  incidental  to  the  issuance  of  the  bonds. 

On  August  30, 2001,  the  University  issued  Auxiliary  Facilities  System  Revenue  Bonds  Series  2001 A  in  the  amount  of  $106,030,000 
to  advance  refund  portions  of  various  outstanding  Auxiliary  Facilities  System  bond  issues.  The  refunding  resulted  in  a 
reduction  in  debt  service  of  approximately  $7,900,000  and  an  economic  gain  of  approximately  $8,169,000. 

The  difference  between  the  reacquisition  price  and  the  net  carrying  amount  of  the  old  debt,  loss  on  refunding,  is  deferred  and 
amortized  as  a  component  of  interest  expense  over  the  remaining  life  of  the  old  debt  or  the  life  of  the  new  debt,  whichever  is 
shorter. 

On  June  5, 2003,  the  University  issued  Auxiliary  Facilities  System  Revenue  Bonds  Series  2003A  in  the  amount  of  $65,870,000 
to  fund  various  additions  and  improvements  to  the  System,  to  pay  debt  service  during  construction,  and  to  pay  all  costs 
incidental  to  the  issuance  of  the  bonds. 


)NDS    PAYABLE 



(in  thousands) 



wmm 

Maturity 
Dates 

Beginning 
Balance 

New  Debt/ 
Accretion 

Principal 
Paid/Debt 
Refunded 

Ending 
Balance 

Current 
Portion 

AUXILIARY  FACILITIES  SYSTEM  - 

Current  Interest  Bonds 

2003-2032 

$     360,330 

$       65,870 

$    (10,170) 

$       416,030 

$        16.155 

Capital  Appreciation  Bonds 

2003-2030 

134,877 

9,409 

(3,930) 

140,356 

3,720 

CERL- 

2003 

340 

(340) 

WILLARD  AIRPORT  - 

2003-2009 

1,585 

(195) 

1,390 

205 

HEALTH  SERVICES  FACILITIES  SYSTEM  - 

2003-2026 

69,480 

(1 ,460) 

68,020 

1,525 

UIC  SOUTH  CAMPUS  - 
Total  Principal  Payable 

Unamortized  debt  premium 

2013-2022 

72,660 

72,660 

760 

$      639,272 

$         75,279 

$     (16,095) 

698,456 
9,812 

22,365 
292 

Unamortized  loss  on  refunding 

(10,654) 

(675) 

TOTAL  BONDS  PAYABLE 

$       697,614 

$        21,982 

41 

Annual 
Report 
2003 


Auxiliary  Facilities  System  Series  1991,  Series  1993  and  Series  1999A  are  capital  appreciation  bonds  with  outstanding  bal- 
ances at  June  30, 2003  of  $102,119,000,  $25,969,000  and  $12,268,000 ,  respectively.  Capital  appreciation  bonds  do  not  require 
current  interest  payments.  The  University  records  the  annual  increase  in  the  principal  amount  of  these  bonds  as  interest 
expense  and  accretion  on  bonds  payable. 

The  Health  Services  Facilities  Systems  Series  1997B  Bonds  are  variable  rate  bonds  which  bear  interest  at  a  defined  weekly 
rate  and  interest  is  paid  monthly.  The  required  debt  service  for  the  Series  1997B  Bonds  has  been  calculated  using  the  current 
interest  rate,  based  upon  short  term  tax  exempt  rates,  of  .95%  over  the  life  of  the  bonds.  Other  bond  issues  bear  interest  at 
fixed  rates  ranging  from  3%  to  9.7%. 

None  of  the  University's  bonds  described  above  constitute  obligations  of  the  State  of  Illinois.  Series  1979,  Series  1991,  Series 
1993,  Series  1996,  Series  1999 A,  Series  1999B,  Series  2000,  Series  2001  A,  Series  2001B,  Series  2001C,  and  Series  2003A  Auxil- 
iary Facilities  System  Bonds  are  payable  solely  from  net  revenues  of  the  Auxiliary  Facilities  System,  student  tuition  and  fees 
and  certain  restricted  plant  funds.  Series  1985A  Bonds  are  payable  solely  from  the  net  revenues  of  CERL  and,  under  certain 
circumstances,  the  net  revenues  of  the  Auxiliary  Facilities  System,  student  tuition  and  fees,  and  certain  restricted  plant 
funds.  Series  1997  Bonds  are  payable  solely  from  the  net  revenues  of  the  Airport,  funds  received  from  the  County  of 
Champaign,  Illinois,  and  related  restricted  plant  funds.  Series  1997A  and  1997B  Bonds  are  payable  solely  from  net  revenues 
of  the  Health  System,  Medical  Service  Plan  revenue  net  of  bad  debt  expense,  and  College  of  Medicine  net  tuition  revenue. 
Series  1999  and  Series  2000  Bonds  are  payable  from  revenue  derived  from  the  defined  tax  increment  financing  (TIF)  district, 
student  tuition  and  fees,  and  funds  on  deposit  in  the  Bond  and  Interest  Sinking  Fund.  In  addition,  the  Series  2000  Bonds  are 
payable  from  the  sales  proceeds  derived  from  the  sale  of  certain  land  in  the  University  of  Illinois  UIC  South  Campus  Devel- 
opment Project.  During  fiscal  year  2003,  the  debt  service  payments  related  to  the  Series  1999  and  Series  2000  Bonds  were 
$4,687,000.  Proceeds  from  the  sale  of  land  of  $1,813,000  and  revenue  from  other  legally  available  sources  of  $2,874,000 
funded  these  payments. 


Costs  associated  with  the  issuance  of  the  Series  1991,  Series  1993,  Series  1996,  Series  1999 A,  Series  1999B,  Series  2000,  Series 
2001  A,  Series  2001 B,  Series  2001 C,  and  Series  2003A  Auxiliary  Facilities  System  Bonds;  Series  1997  Willard  Airport  Bonds; 
Series  19<-)7A  and  Series  1997B  Health  Services  Facilities  Bonds;  and  Series  1999  and  Series  2000  UIC  South  Campus  Bonds 
ha\  e  been  recorded  as  deferred  charges  and  are  being  amortized  over  the  life  of  the  related  bond  issue. 

The  Foundation  has  a  demand  note  outstanding  with  interest  at  1.78%  and  principal  outstanding  of  $7,489,000.  The  change 
in  the  balance  for  fiscal  year  2003  is  as  follows: 


NGE  IN  NOTES  PAYABLE 

(in  thousands) 


Balance,  beginning  of  year 
New  proceeds 
Payments 
Balance,  end  of  year 


$ 


10,227 

1,436 

(4,174) 


$         7,489 


The  University  has  defeased  bonds  through  advance  refunding  in  prior  years  and,  accordingly,  they  are  not  reflected  in  the 
accompanying  statements.  The  amount  of  bonds  which  have  been  defeased  as  of  June  30,  2003  consists  of  the  following: 
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Series 

ADVANCE  REFUNDED  BONDS 

(in  thousands) 

Outstanding  at 
June  30,  2003 

1964 

$            335 

1978-M 

43,865 

1978-N 

12,015 

1993 

25,530 

1999A 

73,460 

TOTAL  ADVANCE  REFUNDED  BONDS 

$     155,205 

Future  debt  service  requirements  for  all  bonds  outstanding  at  June  30,  2003  are  as  follows: 


DEBT  SERVICE  REQUIREMENTS 

(in  thousands) 

Principal 

Interest 

2004 

$ 

22,365 

$ 

29,208 

2005 

24,983 

28,727 

2006 

26,236 

27,811 

2007 

25,840 

28,902 

2008 

24,474 

28,947 

2009-2013 

121,972 

148,135 

2014-2018 

135,098 

143,323 

2019-2023 

152.715 

105,383 

2024-2028 

96,740 

39,290 

2029-2033 

63,843 

12,595 

2034-2038 
TOTAL 

4,190 

173 

$ 

698,1   • 

$ 

592.494 

Certain  bonds  of  the  University  have  debt  service  reserve  requirements.  The  Maximum  Annual  Net  Debt  Service  for  those 
bonds,  as  defined,  is  $19,121,417. 


NOTE   8  -  LEASEHOLDS  AND  OTHER  OBLIGATIONS 

Leaseholds  payable  and  other  obligations  activity  for  the  year  ended  June  30,  2003  consist  of  the  following: 


LEASEHOLDS  AND  OTHER  OBLIGATIONS 

(in  thousands) 

Beginning 

Additions/ 

Ending 

Current 

Balance 

(Deductions) 

1 

3alance 

Portion 

University: 

Capital  Lease  Principal 

$ 

355,551 

$ 

17,991 

$ 

373,542 

$ 

9,222 

Unamortized  Debt  Premium 
Total  Leasehold  Payable 

8,434 

(60) 

8,374 

771 

363,985 

17,931 

381,916 

9,993 

Natural  Gas  Contract 

12,485 

(3,005) 

9,480 

3,160 

Environmental  Remediation  Liability 
Total  University 

Foundation: 

7,299 

(518) 

6,781 

$ 

383,769 

$ 

14,408 

$ 

398,177 

$ 

13,153 

Annuities  Payable 

$ 

46,399 

$ 

(1,577) 

$ 

44,822 

$ 

5,981 

Other  Liabilities 
Total  Foundation 

4.809 

(565) 

4,244 

$ 

51,208 

$ 

(2,142) 

$ 

49,066 

$ 

5,981 
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The  University  leases  various  plant  facilities  and  equipment  under  capital  leases.  This  includes  assets  obtained  with  certificates  of 
participation  proceeds  and  recorded  as  capital  leases  as  well  as  other  capital  lease  agreements  funded  through  operations. 

On  September  20, 2001,  the  University  issued  Certificates  of  Participation,  Utility  Infrastructure  Projects  Series  2001 A  in  the  principal 
amount  of  $74,080,000.  On  January  8,  2001,  the  University  issued  Certificates  of  Participation,  Utility  Infrastructure  Projects  Series 
2001B  in  the  principal  amount  of  $56,900,000.  Proceeds  from  the  issuance  of  the  2001A  and  2001B  COP  are  being  used  to  finance 
various  utility  system  development  projects  that  will  prolong  the  useful  life  of  the  utility  systems  and  concurrently  reduce  the 
operating  costs  of  these  various  systems. 

On  March  6,  2003,  the  University  issued  Certificates  of  Participation  South  Farms  Project  Series  2003  in  the  amount  of  $25,200,000  to 
fund  the  first  phase  of  the  South  Campus  Master  Plan  for  the  University's  Urbana-Champaign  campus  which  provides  for  the 
relocation  of  the  south  farms  research  area  of  the  College  of  Agricultural,  Consumer  and  Environmental  Sciences. 

The  University  leases  various  properties  from  the  Foundation  under  capital  lease  obligations  amounting  to  $85,000  at  June  30,  2003. 

Assets  held  under  capital  leases  are  included  in  capital  assets  at  June  30,  2003  as  follows: 


ASSETS  HELD  UNDER  CAPITAL  LEASE 

(in  thousands) 

Land 

$         2,238 

Buildings 

12,460 

Improvements 

267,222 

Equipment 

115,463 

Subtotal 

397,383 

Less  accumulated 

depreciation 

20,548 

Total  net  depreciable  assets 

$     376,835 

The  net  present  value  of  outstanding  capital  leases  at  June  30,  2003  is: 
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OUTSTANDING  CAPITAL  LEASES 

(in  thousands) 

Certificates  of  Participation 

Series  1997  Utility  Infrastructure 

$ 

32,200 

Series  1999  Utility  Infrastructure 

71,620 

Series  2001  Ul  Integrate 

107,850 

Series  2001 A  Utility  Infrastructure 

74,080 

Series  2001 B  Utility  Infrastructure 

56,900 

Series  2003  South  Farms 

25,200 

Other  Capital  Leases 

5,692 

NET  PRESENT  VALUE 

$ 

373,542 

As  of  June  30,  2003,  future  minimum  lease  payments  under  capital  leases  is  as  follows: 


FUTURE  MINIMUM  LEASE  PAYMENTS 

UNDER  CAPITAL  LEASES 

(in  thousands)         ^^^^^K^. 

2004 

$      29,267 

2005 

39.108 

2006 

38,189 

2007 

37,574 

2008 

37,403 

2009-2013 

172,798 

2014-2018 

105,908 

2019-2023 

87,637 

Total  minimum  lease  payments                                          547,884 

Amount  representing  interest                                           (174,342) 

NET  PRESE 

N 1  VALUE                                                     $     373,542 

The  University  entered  into  a  purchase  contract  during  fiscal  year  1995  to  purchase  a  firm  supply  of  natural  gas  over  the  next 
ten  years.  The  contract  is  classified  as  a  prepaid  expense  in  the  Statement  of  Net  Assets.  The  future  minimum  payments 
under  the  contract  at  June  30,  2003  are  as  follows: 


FUTURE  MINIMUM  PAYMENTS 

UNDER  THE  NATURAL  GAS  CONTRACT 

(in  thousands) 

2004 

$ 

3,627 

2005 

6,616 

Total  minimum  lease  payments 

10,243 

Amount  representing  interest 

(763) 

NET  PRESENT  VALUE 

$ 

9,480 

Interest  of  $626,000  was  paid  on  this  purchase  contract  during  the  year  ended  June  30,  2003. 

The  University  monitors  environmental  matters  and  records  an  estimated  liability  for  identified  environmental  remediation 
costs.  The  estimated  liability  at  June  30,  2003  is  $6,781,000. 

The  University  also  leases  various  buildings  and  equipment  under  operating  lease  agreements.  Total  rental  expense  under 
these  agreements  was  $10,466,000  for  the  year  ended  June  30,  2003.  The  future  minimum  lease  payments  (excluding  those 
leases  renewed  on  an  annual  basis)  are  as  follows: 
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pppp^ 

FUTURE  MINIMUM 

OPERATING  LEASE  PAYMENTS 

(in  thousands) 

8,450 

2004 

$ 

2005 

4,914 

2006 

3,606 

2007 

1,694 

2008 

600 

2009-13 
TOTAL 

1,376 

$ 

20,640 

At  June  30,  2003,   the  Foundation  had  annuities  payable  outstanding  of    $44,822,000.     Annuities  payable  represent  an 
actuarial  computation  of  the  present  value  of  future  payments  to  annuitants. 


NOTE  9  -  NET  ASSETS 

\s  discussed  in  Note  1  to  the  financial  statements,  the  Entity's  net  assets  are  classified  for  accounting  and  reporting  purposes 
into  one  of  four  net  asset  categories  according  to  externally  imposed  restrictions.  The  following  tables  include  detail  of  the 
net  asset  balances  for  the  University  and  the  Foundation  including  major  categories  of  restrictions  and  internal  designations 
of  unrestricted  funds. 
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NET  ASSETS  -  UNIVERSITY 

(in  thousands) 

Invested  in  capital  assets,  net  of  related  debt 

$ 

1,630,184 

Restricted  -  nonexpendable 

Invested  in  perpetuity  to  produce  income 

expendable  for  scholarships,  fellowships 

and  research 

27,883 

Restricted  -  expendable  for  - 

Scholarships,  fellowships  and  research 

186,415 

Loans 

75,099 

Medical  service  plan 

24,581 

Retirement  of  indebtedness 

23,550 

Unrestricted 

Designated  for: 

Auxiliary 

41,832 

Hospital 

42,566 

Capital  projects 

60,413 

Self  supporting  activities 

19,806 

Institutional  support 

85,867 

Quasi  endowments 

92,828 

Amount  expected  to  be  financed  in  future 

years 

(182,766) 

Undesignated 

15,611 

TOTAL  NET  ASSETS 

$ 

2,143,869 

NET  ASSETS  -  FOUNDATION 

(in  thousands) 

Invested  in  capital  assets,  net  of  related  debt 

$ 

2,170 

Restricted  -  nonexpendable 

Invested  in  perpetuity  to  produce  income 

expendable  for  scholarships,  fellowships 

and  research 

467,277 

Restricted  -  expendable  for  - 

Scholarships,  fellowships  and  research 

276,277 

Unrestricted 
TOTAL  NET  ASSETS 

11,719 

$ 

757,443 

NOTE  10  -  FUNDS  HELD  IN  TRUST  BY  OTHERS 

The  University  and  Foundation  are  income  beneficiaries  of  several  irrevocable  trusts  which  are  held  and  administered  by 
outside  trustees.  The  University  and  Foundation  have  no  control  over  these  funds  as  to  either  investment  decisions  or 
income  distributions,  thus  the  principal  is  not  recorded  in  the  accompanying  financial  statements.  The  fair  value  of  these 
funds  at  June  30,  2003  and  the  amount  of  income  received  from  these  trusts  during  the  year  then  ended  were  as  follows: 


Fair  value  of  funds  held  in  trust  by  others 


HELD  IN  TRUST  BY  OTHERS 

(in  thousands)  ^^^ 

University 




21,281 


Income  received  from  funds  held  in  trust  by  others       $ 


554 


Foundation 




21,905 


685 


NOTE  11  -STATE   UNIVERSITIES   RETIREMENT   SYSTEM 

l  he  I  niii\  <  ontributes  to  the  state  l  fni\  ersities  Retirement  Sj  stem  ol  Illinois  (SURS),  a  cost-sharing  multiple-emploj  er  de 
lined  benefit  pension  plan  with  a  spei  ial  funding  situation  wherebj  the  State  of  Illinois  makes  substantially  .ill  actuarially 
determined  required  contributions  on  behalf  of  the  participating  employers.  SURS  was  established  fury  21,  1941,  to  provide 
retirement  annuities  and  other  benefits  lor  si.it  i  members  and  employees  ol  the  State  universities,  certain  affiliated  organiza- 
tions, and  certain  other  State  educational  and  scientifi<  agencies  and  for  surviv  ors,  dependents,  and  other  beneficiaries  ol 
such  employees  SURS  is  <  onsidered  a  component  unit  of  the  State  of  Illinois'  financial  reporting  entity  and  is  included  in  the 


State's  financial  reports  as  a  pension  trust  fund.  SURS  is  governed  by  Section  5/15,  Chapter  40,  of  the  Illinois  Compiled  Statutes. 
SURS  issues  a  publicly  available  financial  report  that  includes  financial  statements  and  required  supplementary  information. 
That  report  may  be  obtained  by  writing  to  SURS,  1901  Fox  Drive,  Champaign,  IL  61820  or  by  calling  1-800-275-7877. 

Eligible  employees  must  participate  upon  initial  employment.  Employees  are  ineligible  to  participate  if  (a)  employed  after 
having  attained  age  68;  (b)  employed  less  than  50%  of  hill-time;  or  (c)  employed  less  than  full-time  and  attending  classes  with 
an  employer.  Of  those  Entity  employees  ineligible  to  participate,  the  majority  are  students  at  the  University 

SURS  provides  retirement,  disability  and  death  benefits.  Members  are  eligible  for  normal  retirement  at  any  age  after  30  years  of 
service,  at  age  60  after  8  years  of  service  or  at  age  62  after  5  years  of  service.  Theie  are  also  provisions  for  early  retirement. 
Retirement  benefits  are  based  on  certain  formulas  that  generally  are  a  function  of  years  of  seivice  and  the  average  salary  based 
on  the  highest  earnings  of  any  four  consecutive  years.  Disability  benefits  are  paid  to  disabled  members  with  two  years  of 
covered  service,  generally  at  50%  of  basic  compensation  until  the  total  benefits  paid  equal  50%  of  the  total  earnings  in  coveied 
service.  Death  benefits  are  payable  to  survivors  of  an  active  member  with  one  and  one  half  years  of  covered  service  or  of  a 
former  member  with  ten  years  of  covered  service.  These  benefits  are  payable  until  children  attain  the  age  of  18,  to  a  spouse  after 
age  50  and  to  a  dependent  parent  after  age  55.  Benefits  are  equal  to  the  retirement  contributions  and  interest,  a  lump  sum 
payment  of  $1,000,  and  a  monthly  annuity  equal  to  a  portion  of  the  accrued  normal  retirement  benefit  based  on  specified 
formulas. 

Plan  members  are  required  to  contribute  8.0%  of  their  annual  covered  salary  and  substantially  all  employer  contributions  are 
made  by  the  State  of  Illinois  on  behalf  of  the  individual  employers  at  an  actuarially  determined  rate.  The  current  rate  is  11.13% 
of  annual  covered  payroll.  The  contribution  requirements  of  plan  members  and  employers  are  established  and  may  be  amended 
by  the  Illinois  General  Assembly.  The  University's  contributions  to  SURS  for  the  years  ended  June  30, 2003, 2002,  and  2001  weie 
$139,955,000,  $123,613,000  and  $116,588,000  respectively,  equal  to  the  required  contributions  for  each  year.  The  Foundation's 
contributions  to  SURS  for  the  years  ended  June  30, 2003, 2002,  and  2001  were  $392,000,  $384,000  and  $339,000  respectively. 

Entity  employees  hired  prior  to  April  1, 1986  are  exempt  from  contributions  required  under  the  Federal  Insurance  Contribution 
Act.  Employees  hired  after  March  31,  1986  are  required  to  contribute  1.45%  of  their  gross  salary  for  Medicare.  The  Entity  is 
required  to  match  this  contribution. 

Employees  may  also  elect  to  participate  in  certain  tax-sheltered  retirement  plans.  These  voluntary  plans  permit  employees  to 
designate  a  part  of  their  earnings  into  tax-sheltered  investments  and  thus  defer  federal  and  state  income  taxes  on  their  contribu- 
tions and  the  accumulated  earnings  under  the  plans.  Participation  and  the  level  of  employee  contributions  aie  voluntary.  The 
employer  is  not  required  to  make  contributions  to  these  plans. 

NOTE  12  -  POSTEMPLOYMENT  BENEFITS 

In  addition  to  providing  pension  benefits,  the  State  provides  certain  health,  dental  and  life  insurance  benefits  to  annuitants 
who  are  former  State  employees.  This  includes  annuitants  of  the  Entity.  Substantially  all  State  employees,  including  the 
employees  of  the  Entity,  may  become  eligible  for  postemployment  benefits  if  they  eventually  become  annuitants.  Health 
and  dental  benefits  include  basic  benefits  for  annuitants  under  the  State's  self-insurance  plan  and  insurance  contracts  cur- 
rently in  force.  Life  insurance  benefits  for  annuitants  under  age  60  are  equal  to  their  annual  salary  at  the  time  of  retirement; 
life  insurance  benefits  for  annuitants  age  60  and  older  are  limited  to  $5,000  per  annuitant. 

Currently,  the  State  does  not  segregate  payments  made  to  annuitants  from  those  made  to  current  employees  for  health, 
dental  and  life  insurance  benefits.  The  cost  of  health,  dental  and  life  insurance  benefits  is  recognized  on  a  pay-as-you-go 
basis.  These  costs  are  funded  by  the  State  except  for  certain  non-appropriated  hinds  funded  by  the  University. 

NOTE  13  -  COMMITMENTS  AND  CONTINGENCIES 

At  June  30, 2003  the  University  had  commitments  on  various  construction  projects  and  contracts  for  repairs  and  renovation 
of  facilities  of  approximately  $164,751,000. 

The  University  receives  monies  from  federal  and  state  government  agencies  under  grants  and  contracts  for  research  and 
other  activities.  The  costs,  both  direct  and  indirect,  charged  to  these  grants  and  contracts  are  subject  to  audit  and  disallow- 
ance by  the  granting  agency.  The  University  believes  that  any  disallowances  or  adjustments  would  not  have  a  material  effect 
on  the  University's  financial  position. 

The  University  also  receives  monies  under  third-party  payor  arrangements  for  payment  of  medical  services  rendered  at  its 
hospital  and  clinics.  Some  of  these  arrangements  allow  for  settlement  adjustments  based  on  costs  and  other  factors.  The 
University  believes  that  any  adjustments  would  not  have  a  material  effect  on  the  University's  financial  position. 
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The  University  is  a  defendant  in  a  number  of  legal  actions  primarily  related  to  medical  malpractice.  These  legal  actions  have 
been  considered  in  estimating  the  University's  accrued  self-insurance  liability  The  total  of  amounts  claimed  under  these 
legal  actions,  including  potential  settlements  and  amounts  relating  to  losses  incurred  but  not  reported,  could  exceed  the 
amount  of  the  self-insurance  liability.  In  the  opinion  of  the  University's  administrative  officers,  the  University's  self-insur- 
ance liability'  and  limited  excess  indemnity  insurance  coverage  from  commercial  carriers  are  adequate  to  cover  the  ultimate 
liability  o\  these  legal  actions,  in  all  material  respects. 

On  June  1,  2002,  the  University  entered  into  an  installment  purchase  agreement  with  the  Illinois  Medical  District  Commis- 
sion for  purchase  of  the  premises  located  at  1747  West  Roosevelt  Road,  Chicago,  Illinois.  The  building  will  provide  office 
space  to  facilitate  its  research  and  educational  missions.  The  purchase  price  is  $37,096,000  to  be  repaid  by  semiannual  pay- 
ments beginning  December  1,  2003  and  concluding  with  the  final  payment  on  December  1,  2032. 

NOTE  14  -  OPERATING  EXPENSES  BY  NATURAL  CLASSIFICATION 

Operating  expenses  by  natural  classification  for  the  year  ended  June  30,  2003  for  the  University  and  the  Foundation  are 
summarized  as  follows: 
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UNIVERSITY  OPERATING  EXPENSES  BY  NATURAL  CLASSIFICATION 

(in  thousands) 

Compensation 

Supplies  and 

and  benefits 

services 

Student  aid 

Depreciation 

Total 

Instruction 

$ 

510,208 

$          93.597 

$ 

4,445 

$ 

$ 

608,250 

Research 

316,255 

197,730 

6,589 

520,574 

Public  service 

146,469 

147,973 

3,116 

297,558 

Academic  support 

116,022 

93,825 

2,178 

212,025 

Student  services 

42,162 

24,452 

3,475 

70,089 

Institutional  support 

101,750 

46,601 

79 

148,430 

Operations  and  maintenance  of  plant 

64,922 

106,493 

3 

171,418 

Scholarships  and  fellowships 

116,755 

1,660 

20,318 

138.733 

Payments  on  behalf  of  the  University 

282,151 

282,151 

Auxiliary  enterprises 

69.300 

119,931 

2,932 

192,163 

Hospital  and  medical  activities 

170,669 

149,116 

10 

319,795 

Independent  operations 

1,597 

7,415 

9,012 

Depreciation 

TOTAL  OPERATING  EXPENSES 

140,106 

140,106 

$ 

1,938,260 

$        988,793 

$ 

43,145 

$ 

140,106 

$ 

3,110,304 

FOUNDATION  OPERATING  EXPENSES  BY  NATURAL  CLASSIFICATION 

(in  thousands) 

Distribution  on 

behalf  of  the 

Institutional 

University 

support 

Depreciat 

ion 

Total 

Salaries  and  benefits 

$ 

$ 

8,470 

$ 

$ 

8,470 

Distributions  on  behalf  of  the  University 

123,593 

123,593 

Printing 

729 

729 

Travel 

657 

657 

Equipment 

193 

193 

Meeting,  conferences  and  special  events 

525 

525 

Supplies  and  other 

1,248 

1,248 

lJi-pf«-(  i.ition 

TOTAL  OPERATING  EXPENSES 

48 

48 

$        123.593 

$ 

11,822 

$ 

48 

$ 

135,463 

NOTE  15  -  SEGMENT  INFORMATION 

The  following  financial  information  represents  identifiable  activities  for  which  one  or  more  revenue  bonds  is  outstanding. 
The  Auxiliary  Facilities  System  is  comprised  of  University  owned  housing  units,  student  unions,  recreation  and  athletic 
facilities,  and  similar  auxiliary  service  units  including  parking.  The  Health  Services  Facilities  System  is  comprised  of  the 
University  of  Illinois  Hospital  and  associated  clinical  facilities  providing  patient  care.  The  Willard  Airport  Facility  is  com- 
prised of  land,  hangars,  a  terminal  building,  parking  lots,  runways,  and  related  apron  areas. 


(in  thousands) 


AUXILIARY 

FACILITIES 

SYSTEM 


HEALTH 
SERVICES 
FACILITIES 

SYSTEM 


WILLARD 
AIRPORT 
FACILITY 


TOTAL 


Condensed  Statement  of  Net  Assets 

ASSETS: 

Current  assets 

$ 

227.023 

$ 

98,947 

$ 

3,090 

$ 

329,060 

Noncurrent  assets 

Capital  assets,  net  of  accumulated  depreciation 

429,337 

173,111 

31,441 

633,889 

Other  noncurrent  assets 

45,354 

4,499 

23 

49,876 

TOTAL  ASSETS 

$ 

701,714 

$ 

276,557 

$ 

34,554 

$ 

1,012,825 

LIABILITIES: 

Current  liabilities 

$ 

56,338 

$ 

42,547 

$ 

1,708 

$ 

100,593 

Noncurrent  liabilities 

Long  term  debt 

540,537 

71,856 

1,188 

613,581 

Other  liabilities 

6,092 

20,737 

26,829 

TOTAL  LIABILITIES 

602,967 

135,140 

2,896 

741,003 

NET  ASSETS: 

Invested  in  capital  assets,  net  of  related  debt 

3,979 

98,823 

30,067 

132,869 

Restricted 

Expendable 

22,649 

28 

493 

23.170 

Unrestricted 

72,119 

42,566 

1,098 

115,783 

TOTAL  NET  ASSETS 

98,747 

141,417 

31,658 

271,822 

TOTAL  LIABILITIES  AND  NET  ASSETS 

$ 

701,714 

$ 

276,557 

$ 

34,554 

$  1,012,825 

Condensed  Statement  of  Revenues,  Expenses 
and  Changes  in  Net  Assets 

Operating  revenues 

$ 

201,703 

$ 

423,878 

$ 

2.078 

$ 

627,659 

Operating  expenses 

171,831 

401,488 

2,560 

575.879 

Depreciation  expense 

13,715 

14,477 

1,470 

29,662 

Operating  income  (loss) 

16,157 

7,913 

(1,952) 

22,118 

Nonoperating  revenues  (expenses) 

(5,516) 

272 

647 

(4,597) 

Capital  and  endowment  additions 

3,299 

3,299 

Increase  in  net  assets 

10,641 

8,185 

1,994 

20,820 

Net  assets,  beginning  of  year  -  as  previously  reported 

80,119 

144,503 

29.664 

254,286 

Prior  period  adjustment 

7,987 

(11,271) 

(3,284) 

Net  assets,  beginning  of  year  -  as  restated 

88,106 

133,232 

29,664 

251,002 

NET  ASSETS,  END  OF  YEAR 

$ 

98,747 

$ 

141,417 

$ 

31 ,658 

$ 

271,822 

Condensed  Statement  of  Cash  Flows 

Net  cash  flows  provided  (used)  by  operating  activities 

$ 

42,579 

$ 

24,125 

$ 

52 

$ 

66,756 

Net  cash  flows  provided  by  noncapital  financing  activities 

676 

4,520 

524 

5,720 

Net  cash  flows  provided  (used)  by  capital  and  related  financing  activities 

(18,371) 

(20,950) 

(774) 

(40,095) 

Net  cash  flows  provided  (used)  by  investing  activities 

(17,416) 

(1,083) 

69 

(18,430) 

Net  increase  (decrease)  in  cash  and  cash  equivalents 

7,468 

6,612 

(129) 

13,951 

Cash  and  cash  equivalents,  beginning  of  year 

57,909 

19,237 

2,107 

79,253 

Cash  and  cash  equivalents,  end  of  year 

$ 

65,377 

$ 

25,849 

$ 

1,978 

$ 

93,204 
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NOTE  16  -  UNIVERSITY  RELATED  ORGANIZATIONS 

The  Entity's  financial  statements  include  the  activity  of  the  University  Related  Organizations  which  represent  the  discretely 
presented  component  units.  Below  are  condensed  financial  statements  by  organization: 
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(in  thousands) 

FOUNDATION 

ALUMNI 
ASSOCIATION 

WWT 

TOTAL 

Condensed  Statement  of  Net  Assets 

ASSETS: 

Current  assets 

$ 

39,849 

$ 

2,717 

$ 

1,045 

$ 

43,611 

Noncurrent  assets 

Capital  assets,  net  of  accumulated  depreciation 

7,692 

560 

669 

8.921 

Other  noncurrent  assets 

803,080 

11,186 

814,266 

TOTAL  ASSETS 

$ 

850,621 

$ 

14,463 

$ 

1,714 

$ 

866,798 

LIABILITIES: 

Current  liabilities 
Noncurrent  liabilities 

$ 

50,042 

$ 

1,485 

$ 

263 

$ 

51,790 

Long  term  debt 

5.360 

5,360 

Other  noncurrent  liabilities 

43,136 

45 

43,181 

TOTAL  LIABILITIES 

93,178 

1,530 

5,623 

100,331 

NET  ASSETS: 

Invested  in  capital  assets,  net  of  related  debt 

2,170 

560 

669 

3,399 

Restricted 

Nonexpendable 

467,277 

467,277 

Expendable 

276.277 

91 

276,368 

Unrestricted 

11,719 

12,282 

(4,578) 

19,423 

Total  net  assets 

757,443 

12,933 

(3,909) 

766.467 

TOTAL  LIABILITIES  AND  NET  ASSETS 

$ 

850,621 

$ 

14,463 

$ 

1,714 

$ 

866,798 

Condensed  Statement  of  Revenues,  Expenses  and  Changes 
in  Net  Assets 

Operating  revenues 

$ 

108,958 

$ 

6,391 

$ 

5,206 

$ 

120,555 

Operating  expenses 

135.415 

6,784 

4,297 

146,496 

Depreciation  expenses 

48 

3 

512 

563 

Operating  income  (loss) 

(26,505) 

(396) 

397 

(26,504) 

Nonoperating  revenues  (expenses) 

13,806 

723 

(290) 

14,239 

Contributions  to  endowments 

21,525 

21,525 

Increase  in  net  assets 

8,826 

327 

107 

9.260 

Net  assets,  beginning  of  year 

748.617 

12.606 

(4,016) 

757,207 

Net  assets,  end  of  year 

$ 

757,443 

$ 

12,933 

$ 

(3,909) 

$ 

766,467 

Condensed  Statement  of  Cash  Flows 

Net  cash  flows  provided  (used)  by  operating  activities 

$ 

(16,763) 

$ 

1.540 

$ 

1.079 

$ 

(14,144) 

Net  cash  flows  provided  (used)  by  noncapital  financing  activities 

21.525 

(228) 

(318) 

20,979 

Net  cash  flows  provided  (used)  by  capital  and  related  financing  activities 

(235) 

(514) 

(278) 

(1,027) 

Net  cash  flows  provided  (used)  by  investing  activities 

(8,414) 

253 

10 

(8.151) 

Net  increase  in  cash  and  cash  equivalents 

(3.887) 

1.051 

493 

(2,343) 

Cash  and  cash  equivalents,  beginning  of  year 

7.773 

1.146 

366 

9.285 

1  .r  I.  .-irifi  (,.-ish  equivalents,  snd  ol  yeai 

$ 

3,886 

$ 

2,197 

$ 

659 

$ 

6,942 

(in  thousands) 


FOUNDATION 

ALUMNI 
ASSOCIATION 

WWT 

TOTAL 

Reconciliation  of  operating  revenues  (expenses) 
to  net  cash  provided  (used)  by  operating  activities: 

Operating  income  (loss) 

$ 

(26,505) 

$ 

(396) 

$            397 

$    (26,504) 

Adjustments  to  reconcile  income  (loss)  to  net  cash  provided 

(used)  by  operating  activities: 

On-behalf  payments  for  fringe  benefits 

546 

596 

1,142 

Depreciation 

48 

3 

512 

563 

Changes  in  value  of  split  interest  agreements 

(4,289) 

(4,289) 

Changes  in  assets  and  liabilities: 

Receivable,  net 

468 

94 

562 

Gift  property,  net 

Pledges  receivable,  net 

13,000 

13,000 

Prepaid  expenses  and  deferred  charges 

13 

(286) 

12 

(261) 

Other  assets 

387 

387 

Accounts  payable  and  accrued  expenses 

19 

(25) 

64 

58 

Deferred  revenue 

1.180 

1,180 

Deposits  held  for  others 

18 

18 

Net  cash  provided  (used)  by  operating  activities 

— -~— ~-*_ »— ~— — .— —                  _ 

$ 

(16,763) 

$ 

— - 

1,540 

$        1,079 

= 

$    (14,144) 
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Note  1 7  -  Subsequent  Events 

On  August  27,  2003,  the  University  issued  UIC  South  Campus  Development  Project  Revenue  Bonds,  Series  2003  in  the 
amount  of  $10,000,000.  Series  2003  bonds  were  issued  to  fund  the  remaining  portion  of  the  South  Campus  Development 
Project. 


This  information  is  an  integral  part  of  the  accompanying  financial  statements. 
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